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INVESTIGATION OF OBSERVANCE OR NONOBSERV- 
ANCE OF ACREAGE LIMITATIONS OF THE MINERAL 
LEASING ACT 


THURSDAY, SEPTEMBER 20, 1956 


Untrep Srates SENATE, 
Spr TAL SS BCOMMITTTEE OF THE 
CoMMITTFE ON INTERIOR AND [NsuLAR AFFAIRS, 
Albuquerque, N. Mex 

The subcommittee met at 9 a. m., in the courtroom, Bernalillo 
County Courthouse, in the city of Albuquerque, County of Bernalillo, 
State of New Mexico, with Senator Clinton P. Anderson, chairman, 
presiding. 

Present: George W. Hannett, special counsel to the committee, and 
Robert W. Redwine of the professional staff of the Full Committee 
on Interior and Insular Affairs. 

Senator Anperson. This hearing results from newspaper articles 
and other information which came to the attention of the United 
States Senate Committee on Interior and Insular Affairs. It ap- 
peared that there was a probability that the practices of the oil and 
gas industry in acquiring oil and gas leases and options on the public 
domain under Federal laws were not within the spirit or the purpose 
of these laws and may be, in many instances, in violation thereof. 

As a result of this information, a subcommittee consisting of Sena- 
tor O’Mahoney of Wyoming, Senator Goldwater of Arizona and me 
was appointed to investigate these practices. 

So that those present may more fully be advised of the purpose of 
this investigation, I wish to state that we are interested in the facts 
which representatives of the various companies can present to us, 
which facts will show the manner in which oil and gas lease and 
option acreage was acquired and how it was held. We desire, par- 
ticularly, to ‘know whether or not employees of companies, or dum- 
mies, or strawmen, were used by the companies for the holding of 
lease acreage under which the companies would take options. 

As a result of this investigation we hope to determine whether or 
not remedial legislation may be necessary for the protection of the 
interests of all people in the acquisition of oil and gas leases on the 
public domain and to prevent monopolization by a few. If present 
legislation is adequate but lease and option practices are encouraging 
monopoly on the public lands, then the question of proper adminis- 
tration is raised. Whatever the facts may finally be found to be, the 
Senate Committee on Interior and Insular Affairs will study them 
with care. 

Now, I do want to say that I hope we can conduct this hearing with 
a little more informality than sometimes we have to at Washington. 
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By that I don’t mean that it will not be a formal hearing, because 
the facts have to be presented to the full committee. Witnesses will 
be put under oath. What I am trying to say is that I hope this can 
be conducted so that we won’t have to argue too much about rules. 
As you know, there is a rule which Mr. Redwine will discuss about 
the presentation of testimony. Insofar as you can find it possible to 
do so, I hope you will strictly comply with the rules which requires 
preparation in advance of the formal statements. 

I don’t expect, of course, that after the formal statement there can 
be any possibility of preparation of testimony because it depends on 
cross examination. It is a great help to have a prepared statement 
which we have a chance to go through in advance. That is the re- 
quirement of the Reorganization Act. Mr. Redwine will undoubtedly 
refer to it. However, I have conducted a good many hearings in 
Washington, one of which was somewhat extensive, and dealt with a 
subject familiar to all of us. We didn’t succeed in having the state- 
ments reduced to writing in advance and we didn’t bar the witness 
from presentation of his “feelings. In order that we may understand 
and the procedure under which we are operating and the rules we 
have, I am going to ask Mr. Robert Redwine, a member of the staff of 
the Senate committee, to discuss the resolution under which we are 
operating and the procedure we have. 

Mr. Repwrnet. Mr. Chairman, on July the 10th of this year, the full 
committee unanimously passed the following resolution: 

Resolved, by the Committee on Interior and Insular Affairs, That a subcom- 
mittee of three members appointed by the chairman is hereby authorized and 
directed to conduct a full and complete study and investigation of the applica- 
tion of the provisions of laws respecting the leasing of mineral deposits in the 
publicly owned lands of the United States limiting the amount of acreage any 
1 individual or company may hold in any 1 State or in the aggregate under the 
said laws with a view to determining whether said limitations are in fact avoided 
by certain individuals and companies through use of “straw” men or otherwise. 
The said subcommittee is directed to report to the full committee not later than 


January 31, 1957, the results of its study and investigation, together with any 
recommendations that it may see fit to make. 


Immediately thereafter, Chairman Murray of the full committee, 
appointed you, Senator Anderson, as chairman, as you mentioned in 
your statement, and Senators O’Mahoney and Goldwater to the sub- 
committee. As to the rules of the Reorganization Act, it provides 
that where formal statements are presented, that they must be in the 
file with the committee 24 hours prior to personal appearance. 

However, as you stated, Mr. Chairman, that rule was not always 
followed. 

Senator Anprerson. The rule reads, “It shall so far as practicable.” 
It is up to Chair to decide if it is practicable. 

Mr. Repwine. Yes. I would like to bring up another question. It 
is almost unheard of in an investigative hearing of this kind, for there 
to be a cross examination of witnesses. This is not a court procedure. 
It is a factfinding, more of a grand jury-like procedure, although we 
are not planning to get any indictments, I don’t mean that. On the 
other hand it is very very unusual for there to be cross examination 
by any attorneys representing witnesses. It is entirely up to chair- 
man, but it is almost an unheard of thing, and if it is permitted, is 
limited to 2 minutes. 

Senator Anprrson. Let me say that in the ordinary committee pro- 
ceedings in a full committee hearing, there will be 8 members of 1 
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party and 7 members of the other party present, and you have either 
party available if not always present. If a man wants a question 
asked, he can slip it to a member of the committee to get it asked. If 
it is necessary to, you can slip a paper to me to get the question asked. 
It did seem that it would be simpler that if there was a point or two 
on which a person desires clarification, that he ask the chairman, “I 
desire to ask the witness a question” as long as the questions are perti- 
nent and relevant and not for the purpose of dragging it out. It 
will be my desire to so proceed. If it gets out of hand that will be the 
end of it, 

It will be better if we try to develop all the facts. There are no 
minority members present. Therefore I will be unusually liberal in 
the violation of what has been the well-established practice. 

Mr. Repwrine. There is another matter of procedure. As usual 
you know when a formal paper is read, counsel is permitted to inter- 
rupt at any point, especially if counsel has had no time to study that 
paper. I would like to have permission for counsel to interrupt 
during the reading of the statement. 

Senator Anprrson. Many times we have asked that the witness be 
allowed to complete his statement before questions are asked. I am 
going the other way. I have always liked to interrupt because the 
point that you want to discuss goes out of your mind when you wait 
to the end of the paper. If any witness feels he is being annoyed or 
harassed, we may have to revise the procedure. We will go ahead on 
the theory that interruptions are permitted unless some witness par- 
ticularly asks that he be allowed to complete his statement. I will 
consider the desirability of that at that time. 

I appreciate, Mr. Redwine, your calling attention of these people 
to the general rules under which we operate. I hope they will recog- 
nize that we may make deviations, but only as a matter of courtesy, 
but when necessary we will have to go back to the strict enforcement 
of the rule. Only once in the tidelands hearing did we ask a witness 
to stand down from testifying that day because he hadn’t presented a 
prepared statement, and in that particular instance the statement had 
been prepared for 2 or 3 weeks and there was no real reason why he 
didn’t release it to those of us who didn’t quite see as he did. 

I would like to say also that members of the press would like to have 
copies of these statements. If you feel free to distribute them in ad- 

vance of your appearance, fine; if not, they should be furnished to the 
press at the time the witness takes the stand. The press will observe 
the usual requirements that they are not used until the witness starts 
to testify. 

Mr. Repwine. Mr. Chairman, in view of the fact that this record 
that we are making here today will be read by all members of the full 
committee, I think that it would be well at this time very briefly to 
give the historical background of the acreage-limitations statute, if I 
may. 

Senator Anperson. Go right ahead. 

Mr. Repwine. The Minerals Leasing Act of 1920 limited oil and 
vas leases to three leases in any one State and one lease on any one 
structure. No single lease could exceed 2,560 acres, which was a limi-’ 
tation of 7,680 acres in the aggregate. That limitation remained until 
1946 when the limitation was doubled. It was raised to 15,360 acres. 
And at that time there first came up the question of options, non- 
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renewable options of 100,000 acres in any one State. Then in 1954 
Senators Barrett and Butler introduced a bill which became the act 
of 1954 which raised the allowable under lease acreage, chargeable 
acreage, to 46,080 acres, and increased the option allowance to 200,000 
acres. 

Mr. Chairman, the hearings on that legislation were rather lengthy 
and the then Secretary of Interior, Mr. McKay, through his Assistant 
Secretary, Mr. Orme Lewis, pressed very hard for this increased or 
expanded acreage limitation, saying that it would not in any wise tend 
to bring about monopolies. So much for that. 

In 1952, Mr. Chairman, and I am only going to read pertinent sec- 
tions from the directive put out by the Bureau of Land Management, 
but I would like for the whole directive to appear in the record if I 
may. I will at this time only read pertinent sections of it. 

Senator Anperson. The record will show the full directive. 

Mr. Repwine. On November 25, 1952, the Bureau of Land Man- 
agement directed to all regional administrators and managers: 


It is considered essential that each land office take the necessary action to 
avoid the approval to anyone of interests in excess of those permitted by law to 
be held. Accordingly, commencing with the month of January 1953 each land 
office will select five from among those who most frequently file offers for oil 
and gas leases, assignments of such leases, etc., and call upon them by decision 
to file 30 days from notice a list of all their oil and gas holdings under the 
Mineral Leasing Act of that particular State by serial number of the cases 
involved, the amount of interest held in each case and the nature of the interest, 
such as recordholder of lease, offeror for lease, assignee, operator or royalty 
interest holder. Upon receipt of such showing, a further check will be made 
from the records in the land office as to possible further holdings not reported 
by the parties. If as a result of such showings, it is determined that any par- 
ticular person, association or corporation holds more than 15,360 acres of 
chargeable acreage, excluding interests acquired within 2 years of the current 
date by descent, will, judgment, or decree, action should be taken under 43 CFR 
192.3 (ec). If that regulation is not complied with, the facts together with the 
records should be transmitted to this office in order that they may be transmitted 
to the Attorney General for action as provided in section 27 of the act of February 
25, 1920, as amended 





by leasing order, and instructions as to what should be done if it was 
over to bring it within limits. 

Then, 1 year later, or rather 10 months later, October 26, 1953, a 
new directive went out, reading : 


Since it appears that our November 25 requirement places an onerous task 
and burden upon tme managers, and since it appears from the consensus of 
opinion from the field offices that the desired information can be obtained in 
simpler fashion, our memorandum of November 25 is revoked and the following 
is substituted in its place and stead. 

Henceforth, the managers shall spot check the holdings of offerors and, in 
the cases thought proper by them, shall call upon the lessees or the assignees 
to file within 30 days a list of their oil and gas lease acreage holdings. Should 
it appear that a lessee or assignee holds accountable acreage in excess of the 
prescribed limitation, action should be taken in accordance with 43 CFR 192.3(c). 
If thereafter, the lessee or assignee fails to file proof of the reduction of his hold- 
ings to conform to the prescribed limitation, report the facts to this office in 
order that recommendation may be made to the Department of Justice for 
action as provided in section 27 of the Mineral Leasing Act. 


Senator Anperson. Have you ever checked, Mr. Redwine, as to 
whether or not there has been a request to anybody to spot check any 
of these leaseholdings ? 


Mr. Repwine. I can’t say there has or hasn’t. I have not run 
across it. 
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Senator Anperson. I think before the hearing ends we ought to 
make inquiry on that. 

Mr. Repwine. Now, on July 31, 1956, a new directive went out to the 
land office. It calls attention to the directive of 1952, the directive 
of 1953, then the following language appears: 

In order that we may be fully informed as to all measures being taken to 
assure compliance with the acreage limitation, it is requested that the following 
information be furnished : 

1. What compliance have you made with the requirements of our memorandum 
of October 26, 1953, in spot checking the holdings of offerers for oil and gas 
leases in accordance with the paragraph quoted above, and how frequently has 
this been done? 

I think that gives you the answer. The Bureau of Land Manage- 
ment doesn’t know itself. I would like to read one more paragraph 
out of the memorandum, Senator. 

Recently a Senate subcommittee has been appointed presumably to ascertain 
whether there were any violations of such holdings by individuals or corpora- 
tions who hold more than 46,080 acres of chargeable acreage in each State or 
more than 100,000 chargeable acres in Alaska. In connection with this investi- 
gation we may be called upon to furnish information as to our procedures in 
connection with the control of acreage limitations. 

It is requested that the desired information be furnished airmail within the 
next 20 days. 

[ have been informed verbally that the Bureau is now analyzing 
these replies and probably will have something to offer us later on as 
to what shows up. 

Senator Anperson. Who signed the directive ? 

Mr. Repwinr. Mr Woozley. 

Senator Anprerson. Do you plan to have him as a witness? 

Mr. Repwine. Yes, I suggest that he appear in Washington. 

Senator Anperson. Thank you. 

Mr. Repwine. That is all I have at the moment, Mr. Chairman. 

Mr. Hannerr. Mr. Chairman. 

Senator ANpErRsON. Mr. Hannett. 

Mr. Hannerr. A letter was addressed to the Santa Fe land office 
officials. I wonder if Mr. Smith and Mr. Henriques are here. It pos- 
sibly would be wise to have them both sworn at the same time. 

Senator Anprrson. All right, Mr. Smith. 

You do solemnly swear that the testimony you shall give before 
this Committee on Interior and Insular Affairs shall be the truth, the 
whole truth, and nothing but the truth, so help you God 4 

Mr. SmirnH. Yes. 

Mr. Henriques. Yes. 


STATEMENTS OF E. R. SMITH, STATE SUPERVISOR, BUREAU OF 
LAND MANAGEMENT, NEW MEXICO; AND DOUGLAS HENRIQUES, 
MANAGER, STATE LAND OFFICE, SANTA FE, N. MEX. 


Mr. Hannerr. Mr. Chairman, is it proper if either one of the wit- 
nesses is unable to answer the question and the other is able to, that 
they can collaborate in answering ? 

Senator ANpreRson. Certainly. 

Mr. Hannerr. My question at first will be directed to Mr. Smith. 
You are Mr. E. R. Smith; is that correct? 

Mr. Smrru. Yes, sir. 
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Mr. Hannert. What official capacity do you hold with the Bureau 
of Land Management ¢ 

Mr. Smrru. I am State supervisor for the Bureau of Land Man- 
agement in New Mexico. 

Mr. Hannert. How long have you been in that position? 

Mr. Smrru. For a little over 2 years. 

Mr. Hannerr. Were you in any official capacity in the State land 
oflice in New Mexico prior to that time? 

Mr. Smrrn. No, sir, I have never been in the land office in New 
Mexico. May I explain? 

Mr. Hannetrt. Yes. 

Senator Anperson. He is with the Bureau of Land Management ? 

Mr. Smiru. I am State supervisor and under my supervision is the 
State office proper, the Federal land office and five district grazing 
offices scattered throughout the State. 

For a period of a little more than 2 years I have been State 
supervisor. Prior to that time, from June 1948 I had been regional 
administrator of a region comprising Arizona, New Mexico, Okla- 
homa, and Texas insofar as the resources on the acquired land were 
concerned. 

Senator ANnperson. I want the privilege to interrupt frequently. 
There has been a reorganization ? 

Mr. Smirn. Yes, sir. 

Senator ANperson. Your former position has been changed ? 

Mr. Smiru. That is correct. 

Mr. Hannerr. You were in charge on a regional basis? 

Mr. Smiru. Yes. 

Senator ANperson. Now in charge on a State basis? 

Mr. Suirn. Yes, sir. 

Mr. Hannerr. Your offices are in Santa Fe and have been during 
the period of time of your employment in your capacities which you 
have described ? 

Mr. SmirH. Yes, sir. 

Mr. Hannetr. During that period of time you have become familiar 
with the various rules and regulations which have been adopted by 
Congress and by your Department; is that correct ? 

Mr. Soirun. I have been familiar with them; yes, sir. I wouldn’t 
say that I am intimately conversant with the workings of them. 
There are a good many hundred laws that govern the workings of 
the land office, and I have inevitably depended on the land office 
manager to become conversant with them and maintain complete 
familiarity with them. 

Mr. Hannetr. Then your knowledge would be limited to a general 
knowledge ¢ 

Mr. Smiru. I must admit so. 

Mr. Hannetr. Now, various directives which are issued by the 
Bureau of Land Management, are they under your administration 
for enforcement or are they under the individual department head ? 

Mr. Smiru. Insofar as operations in New Mexico are concerned they 
would be under my supervision, and I would be responsible for seeing 
to it that they were carried out in the respective offices to which they 


apply. 
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Mr. Hannert. In your organization, I am dealing particularly with 
oil and gas, there are no reception records, are there, such as are 
kept by an accounting clerk? 

Mr. Smiru. I believe not. 

Mr. Hannerrt. That practice has never been followed, has it, by 
the particular Jand department offices? 

Mr. Smrru. I am not familiar with the workings of county offices in 
this matter of reception records. 

Mr. Hannetr. Daily reception book, time and so forth, that comes, 
when an instrument is filed, Mr. Smith, it is noted as to the date and 
time of its receipt and the book is kept showing the date that it is 
received in the office ? 

Mr. SmirH. Well, yes; we certainly do just that, or carry out just 
such 

Mr. Henriques. On initial filings that offer applications or such 
things as that, the first instrument on any case, yes, we maintain a 
serial register which starts out with the date and time this instrument 
is filed. Thereafter instruments are filed pertaining to that case. They 
are stamped in, the time is not recorded in the serial register or any 
other record. 

Mr. Repwtne. May we get this witness identified for the benefit of 
the 

Senator AnpreRsON (interrupting). He is Mr. Douglas Henriques, 
manager of the State land office at Santa Fe. Do I understand your 
testimony to be that when the original application is received it is 
recorded in some sort of registry, but all the papers pertaining to that 
application subsequently are not recorded there but are merely attached 
to it and time stamped after it? 

Mr. Henriques. They are time-stamped, but not to the serial register 
which is a chronological case record. The time of receipt of the sub- 
sequent papers is not recorded as to the minute, merely as to the day. 

Mr. Hannervr. These serial registered papers which you make, they 
are not made up necessarily on the date the instrument is filed, but may 
be made up 2 to 3 weeks later? 

Mr. Henriques. As far as possible they are made the same day the 
original application is filed. 

Mr. Hawnerv. Is that the practice now? 

Mr. Henriques. That is the practice now, and insofar as has been 
humanly possible in the past it has been the practice. Howsomever, 
if we get several hundred files in 1 day it is physically impossible to 
do that much work in 1 day with the help we have. 

Mr. Repwine. I would like to ask you a question at this point and 
before I do, I don’t know what procedure I am getting at. Mr. 
Woozley has told me, or told the committee staff, that some of your 
posting of action taken is as much as a year behind. What particular 
phase of it is a year behind ? 

Mr. Henriques. I don’t know of any posting that is a year behind. 
There might be some things, as when you have several thousand items, 
that might get lost. 

Mr. Repwine. Mr. Woozley made the statement I refer to in con- 
nection with an easement for a pipeline to Alaska or British Columbia, 
saying that the Santa Fe office had gotten way behind with its posting. 

Mr. Henriques. We are way behind in approving a lot of assign- 
ments and sometimes in issuing leases. 
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Mr. Repwine. They are not posted ? 

Mr. Henriques. The records are posted the day the instrument 
comes in or as quickly thereafter as is possible. At the present time 
in Santa Fe we are not more than 2 days behind on any type of posting. 

Mr. Hannerr. You have been with the division up there for how 
long ? 

Mr. Henriques. I have been in Santa Fe since the 19th day of 
June. 

Mr. Hannerr. Of this year? 

Mr. Henriques. Of this year. 

Mr. Hannerr. A Federal abstracter in Santa Fe noted that the 
land office in Santa Fe was 2 or 3 weeks behind in posting applications 
for oil and gas leases and that it was necessary to go to the person who 
received the instruments to determine whether or not that application 
for oil and gas lease was filed. Do you disagree with that statement? 

Mr. Henriques. If you would qualify it by indicating when this 
happened I might disagree. 

Mr. Hannerr. During the year of 1954. 

Mr. Henriques. I have no knowledge, of my own knowledge, of 
Santa Fe Land Office in 1954. 

Senator ANprErson. Is there anybody in the Santa Fe land office 
that does know about the situation in 1954? 

Mr. Henriques. I think so. 

Senator ANpErson. This came up in a matter of congressional hear- 
ing which indicated there was a long lag in recording of instruments. 

Mr. Henriques. There have been at various times in various land 
offices, long periods of delay oceasioned by a sudden influx out of the 
normal in a number of applications. It happened in Salt Lake many 
years ago, in Reno in 1954, it perhaps could have happened in Santa 
Fe, it happened in Denver. Those I know. But as to the particulars, 
I have no knowledge in Santa Fe. 

Mr. Renwtne. I think this is important enough to pursue to find 
out what happened in 1954. In view of testimony before a congres- 
sional committee in 1954, I wonder if Mr. Smith would get somebody 
in the office 

Senator Anprrson. There is no point in questioning any body that 
came to the office in June. If you will find somebody, Mr. Smith, who 
knows what happened in 1953, in 1954 when there was substantial 
delay and you will identify that individual later on, we will put him 
back on the stand. 

Mr. Hannert. Mr. Henriques, are there places set up in your office 
for abstracters? 

Mr. Henriqurs. The public room wherein we keep the records 
from the hours of 10 a. m. to 3 p. m., Monday through Friday, is avail- 
able for the public. Abstracters, individuals, any persons who desire 
information or to look at the records may come in and examine the 
plat books, the tract books, and the serial register books. On proper 
showing, they may see case files. We have in the building recently 
been able to make available a room wherein these abstracters can 
maintain their photographic equipment during the hours of 10 a. m. 
to 3 p.m, and make copies of such instruments as are not private or 
confidential from case files. 

Mr. Hannert. Is it true, Mr. Henriques, that these abstracters in 
many instances have powers of attorney from many individuals, and 
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on the expiration of a Jease by reason of failure of payment of rentals, 
that the abstracter files in many names applications sometimes as 
high as possibly 150 to 200 applications in the names of persons for 
whom they have powers of attorney ‘ 

Mr. Henriques. The applications that we have received are almost 
100 percent signed by individuals. They may be brought to the land 
office by the mail or by another person, but the offer itself is signed 
by an individual, not by one of the residents of Santa Fe as attorney 
in fact or agent. we 

Mr. Hannerr. You don’t know whether or not these applications 
are already signed and held in the office of abstracters preparatory to 
filling in land description and filed on the happening of events I have 
described ? 

Mr. Henriques. I have no knowledge of that. 

Mr. Hannerr. When a lease expires for nonpayment of rental, how 
soon after the forfeiture occurs, or the expiration occurs by reason 
of that event, is that posted ? 

Mr. Henrigurs. As quickly, sir, as we can get to it. There is no 
specified time. It may be within 4 to 5 days. It may be 3 to 4 weeks. 
It is contingent on conditions in the office and what other work is 
before us. 

Mr. Hannetr. Now, going into the practice of leases and assign- 
ments, applications are filed in volume by one person. In other words, 
numerous applications are filed at one time and one check written for 
the applications; isn’t that correct? 

Mr. Henriquss. In my experience in Santa Fe and in Reno, Salt 
Lake, and Denver, customarily every offer is accompanied by an 
individual eheck. Only infrequently does one large check cover 
several filings of the same person. 

Mr, Hannerr. You were not in the land office then in Wyoming or, 
which covered the Wyoming area ‘ 

Mr. Henriques. No, sir; I have never worked in Wyoming. 

Mr. Hannert. Or heard nothing about the manner of filings in 
1946, 1947, and 1948 in New Mexico of filings, say 20,000 acres at a 
time by 1 individual with 1 check, or possibly 2 checks, by the same 
person ¢ 

Mr. Henriques. Only hearsay. 

Mr. Hannerr. When an application is made for a lease, is a certi- 
fication or affidavit filed with that application for lease to the effect 
that the applicant is not over acreage ? 

Mr. Henriques. Yes, sir. The form which we now use, form 4-1158 
on the fifth edition, contains a statement undersigning certificate as 
follows 

Mr. Repwine. Will you read the certificate ? 

Mr. Henriques (reading) : 

Offeror’s interests direct and indirect in oil and gas leases and applications or 
offers therefor including this offer do not exceed 46,080 chargeable acres in the 
same State, or 100,000 chargeable acres in Alaska. (c) Offeror accepts as a part 
of this lease, to the extent applicable, the stipulations provided for in volume 
43, Code of Federal Regulations, part 191.6. (d) Offeror is 21 years of age or 
over (or if a corporation or other legal entity, is duly qualified as shown by 
statements made or referred to herein). (e) Offerer has described all surveyed 


lands by legal subdivisions and unsurveyed lands by metes and bounds, and 
further states that there are no settlers on unsurveyed lands described herein. 
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Prior to August 31, 1951, if a person desired an oil and gas lease and 
filed an application, then if we accepted the application in the Bureau 
of Land Management we would offer to the applicant an oil and gas 
lease which he might accept or might not as he saw fit for various rea- 
sons. The plan was changed principally to speed up the action. 

On September 1, 1951, a new system where the person offered to lease 
and upon acceptance of his offer we issued the lease, the form was 
4-1158. There have been four amendments to the form since and cur- 
rently we are using the fifth edition which came into being September 
1, 1954. 

’ Senator Anparson. Because of the change in the law? 

Mr. Henriques. Partly change in law, sir, partly change in terms 
and conditions, and partly for internal expedition. 

Senator Anperson. Well, the increase to 46,080 acres was certainly 
because of changes in the law. 

Mr. Henriques. Yes, sir; but there were other minor changes 
on the form in each of these editions. In 1951 certification indicated 
not to exceed 15,360. That acreage limitation continued through the 
four editions. In the fifth edition the certificate offers interests direct 
and indirect in oil and gas leases, and applications or offers therefor, 
including this offer to not exceed 46,080 chargeable acres in the same 
State. 

Mr. Hannetr. You mention the date 1951, prior to that time was 
there any certification or affidavit filed ? 

Mr. Henriques. Prior to that time the individuals would file appli- 
cations in which I believe they were required to show what other 
interest they had by specific application numbers or lease numbers. 

Mr. Hannerr. That was included with their application ? 

Mr. Henriques. That was part of the application. It was not a 
standard Government form. Each person could make his own up to 
convey the information, the regulations required. 

Mr. Hannerv. In other words, at that particular time the land office 
required them to spell out what acreage they had and later it was in the 
nature of putting them on their honor in the nature of this certifi- 
cation, is that correct ? 

Mr. Henriques. That is correct. 

Mr. Hannett. Now, leases of course are filed in the office in Santa 
Fe; aren’t they ? 

Mr. Henriquzs. Applications and offers for leases; yes, sir. 

Mr. Hannerr. Copies of the leases issued. Assignments are filed 
in Santa Fe and must be subject to the approval of the Bureau of 
Land Management ? 

Mr. Henriques. That is correct. 

Mr. Hannerr. However, options on Federal acreage are not required 
to be filed in Santa Fe; are they? 

Mr. Henriqurs. No, sir; they are to be filed with the Director in 
Washington twice a year. 

Mr. Hannerrt. That is a report of what they hold? 

Mr. Henriques. A report of what they hold, giving the number 
of the lease, the date of its issuance, the lessee, and the terms under 
which the option was taken and the acreage. 


Mr. Hannert. But that is in the nature of the report, not a filing 
of the option itself? 
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Mr. Henriques. That is correct, just a summarization of acreage, 
dates, and lease numbers. 

Senator Anperson. Did you clarify whether options have to be filed 
anyway ? 

Mr. Hannerr. I did not. Options are not sequired to be filed in the 
land office or under the existing law anywhere? 

Mr. Henriques. No, sir; copies of options are not required, merely 
a summarization of the total. 

Mr. Hannerrt. Assignments have to be filed; is that right ? 

Mr. Henriques. The regulations require that assignments be filed 
for approval within 90 days from date of execution. 

Mr. Hannerr. Do you know whether or not it is customary in the 
practice of the industry to take assignments and not file them and 

then take new assignments? That is, not file them within a 90-day 
period and then possibly take a second assignment, third assignment 
during the interval, and then file the last one they got? 

Mr. " HENRIQUES. I have no knowledge on that. 

Mr. Hannetr. Now, did you hear the matters which Mr. Redwine 
read into the record with regards to the departmental rulings during 
the period of years from 1952 concerning the spot-checking and the 
investigation of five companies / 

Mr. Henriques. I believe that was the memorandum of November 

1952, October 1953, and July 1956? 

Mr. Hannerr. That is correct. 

Mr. Henriques. Yes, sir. 

Mr. Hannerr. You are acquainted with them? 

Mr. Henriques. Yes, sir. 

Mr. Hannetr. Do you know whether or not the land office in 
Santa Fe made any of the checks pursuant to the first ruling which was 
in 1952? 

Mr. Henriques. Upon receipt of this memorandum of July 31, 1956, 
we asked what had happened between 1952, November, and 1953, 
October. And I was informed that, yes, there had been certain indi- 
viduals called upon to make a showing, that in 1953 every person on 
whom the demand was made submitted a showing that was adequate, 
that there were no violations of the acreage limitation. But since 
October 1953 there have not been continuous demands on this quar- 
terly basis. From time to time if it appeared a certain name was 
coming before us with more regularity perhaps than ordinarily might 
be assumed, a spot check of the index was made, and if it appeared 
from that check a person was not over the acreage limitation, no 
formal action was taken. Of my own knowledge I ‘don’t know what 
happened in Santa Fe, I do know what happened i in Salt Lake City. 

Mr. Hannerr. Then the answer which you are giving is what hap- 
pened in Salt Lake City would be primar ily based on your experience 

Mr. Henrigvrs. No; I don’t know if it was the same in Santa Fe, 
but in Salt Lake City the same prevailed. 

Senator Awnperson. You got a memorandum on October 25, 1952 
saying that something should happen after January 1953? 

Mr. Henriqurs. Yes. 

Mr. Hannerr. Whether you were in Salt Lake City and Denver or 
Shanghai, the office records must show what was done under that? 
Mr. Henriques. Yes, sir. 
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Senator AnpEerson. You were asked to bring the office records with 
you. What was done on January 1, or thereafter, under that memo- 
randum ¢ 

Mr. Henriques. I can’t answer that question as clearly as I should. 

Senator Anprerson. Has anybody prepared the information re- 
quested from you? 

Mr. Henriques. We did not bring that. 

Senator Anpzrson. What did you think we were trying to get to 
in this hearing? We wanted to know what happened on these various 
instructions. Under the instructions contained in the memorandum 
of November 25 requiring certain proceedings of January 1, was any- 
thing done in the Santa Fe office under that memorandum ? 

Mr. Henriques. It was. 

Mr. Hannerr. Who did it? 

Mr. Henriqurs. Presumably the then manager. Now, may I 
ask—— 

Senator Anperson (interrupting). How do you know anything was 
done if it was presumably the manager? You either know somebody 
did something. Did somebody do anything or if so, who? 

Mr. Henriques. May I beg that question 1 minute? 

Senator Anperson. Well, you can beg it 1 minute, but it’s going to 
come back to you in just a minute. 

Mr. Henriques. You want a list of all the names on whom we sub- 
mitted a request for acreage showing, is that what you want? 

Senator Anprrson. I would like to have you to be able to report 
to us what the land office did, if anything, under the memorandum of 
November 25, 1952, until it was superseded by the instructions of 
October 26, 1953. 

Mr. Henriques. I don’t have those names with me. We can pro- 
vide them. 

Senator Anperson. Did you get this memorandum which I have 
never heard of before, dated July 

Mr. Henriques. July 31, 1956; yes, sir. 

Senator Anperson. What did it ask you to do? 

Mr. Henriques. It asked what compliance had been made: 

1. What compliance have you made with the requirements of our memoran- 
dum of October 26, 1953, in spot checking the holdings of offerors for oil and gas 
leases in accordance with the paragraph quoted above, and how frequently has 
this been done? 

2. If compliance has been made with requirements of the memorandum of 
October 26, 1953, what were the results? 

Senator Anperson. What did you answer? 

Mr. Henriques. We said there had been no formal demand made 
because we had no reason to question from our local information, any 
violation. 

Senator Anperson. Isn't that the answer that nothing was done 
then ¢ 

Mr. Henriques. You are speaking of the 1952 memorandum, This 
is the 1953. 

Senator Anprerson. In order to find out what was done there, 
wouldn't you have to find out what had been going on in the past? 
This is the point I am trying to get to. We have had criticism of the 
oil companies who have handled this question of acreage. Now, the 
oil company can’t be requested to handle the question of acreage in any 
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particular fashion, if the people administering the act don’t care who 
takes care of it. You have had somebody in the office, the fact that 
you came in June doesn’t make any difference, the records go on gen- 
eration after generation. Somebody got a memorandum dated No- 
vember 25, 1952. 

Mr. Henriqurs. Yes, sir. 

Senator ANprrson. What, if anything, was done in January under 
that memorandum ¢ 

Mr. Henriques. The information I had was that we had called upon 
in the Santa Fe office, certain people 

Senator ANDERSON (interrupting). Who gave you that informa- 
tion ¢ 

Mr. Henriques. The staff in the office. 

Senator ANnperson. The staff is general. Who in the office gave 
you the information ¢ 

Mr. Henriques. The questions were asked of Mr. Turner. 

Senator ANDERSON. Give his full name, please. 

Mr. Henriques. Worth O. Turner. Mrs. Hazel Ham, and Mr. 
Fred Padilla, all of whom during the period in question have been 
adjudicators attached to the mineral division of the office. 

Senator ANnpErson. Would the adjudicator have the responsibility 
for the records ? 

Mr. Henriqurs: The adjudicator would have to review the records 
to ascertain what persons might be in violation. He would prepare a 
decision for the signature of the manager. 

Senator ANDERSON. Were you the manager of the office, Mr. Smith, 
in 1952¢ 

Mr. Smirn. No, sir; I was not. 

Senator ANperson. Who was the manager of the office? 

Mr. Henriqurs. James Delaney, who retired last May. 

Mr. Repwine. May I interrupt at this point. This letter of July 
31, 1956, in it reference is made back to November 25, 1952. Then— 

In order that we may be fully informed as to all measures being taken to 
assure compliance with the acreage limitation it is requested that the following 
information be furnished: 

1. What compliance have you made with the requirements of our memorandum 
of October 26, 1953, in spot-checking the holdings of offerors for oil and gas 
leases in accordance with the paragraph quoted above, and how frequently has 
this been done? 

2. If compliance has been made with requirements of the memorandum of 
October 26, 1953, what were the results? 

That report must have gone to the Department of Interior before 
now. 

Senator AnpDerson. I am coming to that, but I wanted to find out 
what attention you paid to the previous memorandum, a memorandum 
which was sent on November 25, 1952. Is there any question about 
its receipt ¢ 

Mr. Henriques. No, sir; we have a copy there. 

Senator Anperson. Did that require you to do anything? 

Mr. Henriques. Yes, sir. It said on a quarterly basis, five persons 
who might be suspect would be called upon to make a showing. 

Senator Anperson. Then on the quarterly basis were five persons” 
asked to make a showing ¢ 

Mr. Henrieves. I have been so informed. 


87402—57——_2 
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Senator AnpErson. By whom? 

Mr. HenriquEs. The three people whom I mentioned before, Mrs. 
Turner, Mrs. Ham, and Mr. Padilla. 

Senator Anprerson. They told you five persons had been spot- 
checked ? 

Mr. Henriques. Yes, sir. 

Mr. Hannett. What five persons were they ? 

Mr. Henriques. I have no knowledge of that. 

Senator Anperson. Can you furnish it to us? 

Mr. Henriques. We can furnish it. 

Senator ANnperson. If they spot-checked five persons, they must 
know whom they spot-checked. 

Mr. Henriques. Yes. 

Senator Anperson. Will you furnish 

Mr. Henriques (interrupting). We will furnish you copies of the 
demand decision. 

(The following was typical of all later supplied for the record :) 


DEPARTMENT OF THE INTERIOR, 
BurEAU or LAND MANAGEMENT, 
LAND & SuRvVEY OFFICE, 
Santa Fe, N. Mew., January 29, 1958. 
In Reply Refer To: AD: HBB. 
DECISION 


DupDLEY CORNELL: OIL AND GAS 


LIST OF HOLDINGS REQUIRED 


The Bureau of Land Management is charged by law with the administration 
of the Mineral Leasing Acts and is responsible for compliance with their pro- 
visions. In accordance with Section 27 of the Mineral Leasing Act of February 
25, 1920 (41 Stat. 448), as amended by the Act of August 8, 1946 (60 Stat. 950, 
30 U. S. C. see. 184), the regulations contained in 43 CFR 192.3, included in the 
enclosed Circular 1782, provide that: 

“No person, association, or corporation, except as in the act provided, may 
hold more than 15,360 acres in any one state, whether directly through the owner- 
ship of leases or interésts in leases, or indirectly as a member of an association, 
or associations, or as a stockholder of a corporation, or corporations, holding 
leases or interests therein or both. * * *” [Italics supplied.] 

The records indicate that the holdings, direct and indirect, of the person, 
association, or corporation whose name appears above may exceed those per- 
mitted by section 27 of the Act. 

Accordingly, the holder of oil and gas interests above referred to is allowed 
30 days from receipt of notice to file a list of all of his oil and gas holdings 
under the Mineral Leasing Act in the State of New Mexico by serial number, 
showing the amount of interest held in each case, and the nature of the interest, 
such as record title holder of lease or offer for lease, assignee, operator, or 
royalty interest holder. Upon failure to comply within the time allowed, such 
further action will be taken as the facts may warrant. 

The right of appeal is allowed. 


J. A. DeLany, Manager. 

Senator ANperson. You had better give me terminology. What isa 
demand decision ? 

Mr. Henriques. I am using the term “demand decision” to de- 
scribe the instrument prepared and signed by the manager to a mis- 
cellaneous John Doe, calling upon him to submit a list of all the leases 
and acreage which he held under the Mineral Leasing Act in the State 
of New Mexico. 

Senator Anperson. That went to five people? 

Mr. Henriques. Yes, sir. 
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Senator ANperson. Will you furnish us the names to whom that 
went? I want to know how well they were selected. 

Mr. Henriques. We will furnish the copy of the instrument giving 
the names and the answer. 

Senator Anperson. I wonder why you didn’t bring it with you. 
Did you misunderstand the purpose of the hearing ? 

Mr. Henriques. Since it was a negative reply in every case, we felt 
that perhaps it would not core any useful point. 

Senator ANperson. Well, I don’t know, but I understand that 
courts call men and ask them if they plead ‘guilty or not guilty. Do 
they dismiss all the cases where the defendant says he is not guilty? 

Mr. Henriques. I have no knowledge of that. 

Senator Anprrson. I have seen a ‘good many of them go to jury 
trial. My guess is that if a man said he was not in violation, it 
wouldn’t stop the courts. 

You have no information on the memorandum of November 25, 1952? 

Mr. Henriques. No, sir. 

Senator ANperson. We will pass to the memorandum of October 
26, 1953. 

Mr. Henriques. Yes, sir. 

Senator Anperson. What were you required to do under that? 

Mr. Henriques. That memorandum recited that the previous memo- 
randum placed— 
an onerous task and burden upon the managers, and since it appears from the 
consensus of opinion from the field offices that the desired information can be 
obtained in simpler fashion, our memorandum of November 25 is revoked and 
the following is substituted in its place and stead. 

Henceforth, the managers shall spot-check the holdings of offerors and, in the 
cases thought proper by them, shall call upon the lessees or the assignees to 
file within 30 days a list of their oil and gas lease acreage holdings. 

Senator Anperson. Shall we stop there and divide the instructions 
up? 

Mir: Henriques. My information is, since October 1953 it has not 
been thought necessary at any time to make : a formal demand upon any 
person h dldieg oil and gas leases issued by the Santa Fe Land Office 
facut 44 there is no information in our records which would indicate 
that any person in his own name was in excess of the chargeable 
acreage limitation. 

Senator ANpERSON. Does this say in his own name? 

Mr. Henriques. The only information we would have is that the 
man held a lease in his own name. 

Senator ANpERSON. You are convinced, then, there is no law viola- 
tion in the Santa Fe office ? 

Mr. Henriques. I am convinced there are no leases issued to any 
individual in Santa Fe in excess of the chargeable acreage for one 
individual. 

Senator Anperson. You furnished that information to Washington 
iu compliance with the subsequent ruling of theirs ? 

Mr. Henriques. Yes, sir. 

Senator Anperson. Therefore it would not be necessary to read 
the rest of the instructions: 

Should it appear that a lessee or assignee holds accountable acreage in excess 


of the prescribed limitation, action should be taken in accordance with 43 
CFR 192.3 (c). 
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Mr. Henriques. Yes, sir. 

Senator ANprrson. If nobody was in excess, no action was to be 
taken # 

Mr. Henriques. Right. 

Senator Anperson. I am sorry to break in. I wanted to find out 
what they had done. Will you furnish us with that information ? 

Mr. Henriqurs. We will furnish that information specifically and 
explicitly. 

(This information is held in the Committee files. ) 

Mr. Hannerr. According to the records of the Santa Fe Land 
Office, has there ever been a request from that office for a cancellation 
of a lease for overacreage, excess option acreage, or 

Mr. Henriques (interrupting). I believe there has. It’s a matter 
which was before the office before I came to the office. The Bureau 
of Land Management has furnished recently to each land office an 
index of decisions issued by the Bureau on appeal. In that index I 
have found a reference to a New Mexico oil and gas lease, the Direc- 
tor’s decision on which was rendered April 2, 1956. The syllabus, if 
I may read it, says: 

Where a noncompetitive oil and gas lease offer was rejected on the ground that 
the land was included in the lease of another which had been extended for 5 
years, and the offer is appealed on the ground that the lessee was not qualified 
to have the leases extended because of excessive holdings of interest in Federal 
oil and gas leases in that State at that time, it was held affirmed since the lease 
includes lands in a federally approved unit plan, and the lessee submitted a 
supplemental showing that its interest in Federal oil and gas leases and offers 
did not exceed the maximum chargeable acreage on the date that the lease was 
extended, nor on the date that it got the lease by assignment. 

Mr. Hannerr. Who was involved in that? 

Mr. Henriques. The decision was rendered Dean Miller 

Senator ANnpERSoN (interrupting). Dean Miller? 

Mr. Henriques. D period. 

Senator Anperson. This memorandum that you got, dated July 31, 
1956, said that the desired information was to be furnished by mail 
within the next 20 days. I assume you complied with that directive? 

Mr. Henriques. We have answered that; yes, sir. 

Senator Anperson. May we have a copy of your answer? 

Mr. Henriques. In this Miller case it is presently before the De- 
partment on appeal. 

Mr. Repwrne. I wonder if we could ask Mr. Henriques to be back 
here tomorrow with the additional information you have asked him 
to furnish. Could you, Mr. Henriques ? 

Mr. Henriques. Yes, sir. 

Mr. Repwine. We would like to have you in the morning. I would 
like to ask Mr. Henriques 1 or 2 questions. 

Senator ANprErson. Surely. 

Mr. Repwine. Mr. Henriques, I notice here in the report dated 
August 31,1956, paragraph 4, that is numbered : 

Because the land office is approximately a year behind in approving the 
assignments— 

I presume the year behind is the one that Mr. Woozley was discussing 
with the committee staff where you were so far behind. What is the 
reason for that being a year behind? 

Mr. Henriques. Probably because we haven’t had enough people 
to handle the work. 
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Mr. Repwine. Have you asked for more people? 

Mr. Henriques. Mr. Smith, would you answer that ? 

Mr. Smiru. Yes, sir; we have. 

Mr. Repwine. How long ago? 

Mr. SMriru. For the last 8 years. I hasten to say that recently we 
have gotten several additional people. I would say about four. 

Mr. Repwine. Have they been assigned to this phase of your work 
that you were so far behind on, or are they assigned to other duties? 

Mr. Smirn. I would say that at least 2 of the 4 have been assigned 
to the oil and gas work; yes. 

Senator Anperson. Mr. Henriques, may I ask you again about this 
report that you sent in? The first answer is: 

There has been no further checking of acreage holdings since the memorandum 
of October 26, 1953, was received in the Santa Fe land office. 

Did that ask you to check on any people where you thought there 
might be some sort of violation ? 

Mr. Henriqurs. The memorandum of October 26, 1953, did make 
that directive. 

Senator Anperson. Is that still in effect? 

Mr. Henriques. Yes, sir; any time that we suspect a single entity— 
a person, partnership, association, or corporation is in excess of acreage 
in its own name—we make a check. 

Senator AnpeErson. If the Bureau of Revenue, Bureau of Internal 
Revenue, is investigating a ease and checking the records in the Santa 
Fe office, would that in any way indicate to you that they might be 
checking it to find out if there had been violations in any way? 

Mr. Henriques. No, sir. 

Senator Anperson. Are you familiar with what is known as the 
Featherstone case ? 

Mr. Henriques. Vaguely. 

Senator Anperson. Well, are you familiar enough to know that 
the Government has been spending a lot of money investigating the 
Featherstone case ? 

Mr. Henriques. No, sir; I am not. 

Senator Anprrson. Has anybody come to the New Mexico land 
office and checked the number of Federal leases so that the Bur sau of 
Internal Revenue could check the claimed exemptions of $54,209.84 
out of the Santa Fe land office ? 

Mr. Henriques. No, sir; I am unaware of that, if it has been made. 

Senator Anprerson. Did they get that information by guesswork or 
did they get it out of the Santa Fe land office, do oon suppose ? 

Mr. HeNrigu Es. I don’t know the information. I don’t know where 
it might have come from. 

Senator Anprerson. They have a long list of leases in the New 
Mexico land office. Did they get that information from you or any- 
body connected with the Santa Fe land office? ; 

Mr. Henriques. Not so far as I know since T have been there. 

Senator ANDE rson. I am sorry the answer keeps coming “since I 
have been there”; we naturally don’t want to know what has happened 
after June of this year. In preparing for a hearing of this nature I 
think you w ould be able to find someone, Mr. Smith, who had been 
there prior to June of this year. T am not saying that he isn’t trying 
to be cooperative. He can’t testify to things that he doesn’t know 
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about. I am wondering, if when you began to hear the vague rumors 
about the Featherstone case, that suggested that a compliance with 
your duty would seem that there was anything that even remotely 
suggested that he had excess acreage. 

Mr. Henriques. I believe I can state affirmatively that in his own 
name Mr. Featherstone, according to our records, does not have excess 
acreage. 

Mr. Repwiner. May I interrupt? Are you familiar with the fact 
that Mr. Featherstone also offers in his wife’s name, members of the 
board of directors of his company, and through a trusteeship ¢ 

Mr. Henriquss. Yes, sir. 

Mr. Repwine. You are familiar with that? 

Mr. Henriques. I know there is a tie-in between all of the interests 
that you make mention. 

Mr. Repwrine. I am wondering what the Department’s attitude is 
in making a determination as to who is the real owner in a case like 
that. The Internal Revenue Department, may I call your attention, 
has very definite views on it. 

Senator Anperson. Where did you say you had been previously ? 

Mr. Henriques. Salt Lake. 

Senator Anperson. Have you been at Cheyenne ? 

Mr. Henriques. Not officially. 

Senator Anperson. Were you there much unofficially in the office? 

Mr. Henriques. Now and again you might say. 

Senator Anperson. I am trying to find out if in the Cheyenne office 
they have a nice piece of mail, of which I have a copy here, a decision 
assignment held for rejection, and they list the Featherstone Corp. ; 
Harvey E. Roelofs, trustee for Olen Featherstone IT, Featherstone 
Corp.; Olen F. Featherstone, Martha F. Featherstone, Harvey E. 
Roelofs, Vance G. Kinahan, Jennie T. Kinahan. Did you ever hear 
of that situation ? 

Mr. Henriques. Yes, sir. 

Senator Anperson. Did that suggest to you that in the New Mexico 
land office you might check to see whether all these people put to- 
gether had enough that was actually in the ownership of Mr. Feather- 
stone to make him a violator? Iam trying to see what you would do 
when a document got to you showing that the Treasurer of the United 
States was trying to collect under the Bureau of Internal Revenue 
because of leases held by a man. I am wondering if that suggested 
that you might look into it or somebody in the office might look into it. 

Mr. Henriques. I was in Salt Lake when the decision was prepared. 

Senator AnpErson. Were you there when it was being prepared ? 

Mr. Henriques. No, sir. I saw a copy of the decision in Salt 
Lake City. 

Senator ANnperson. When did you first see it there? 

Mr. Henriques. I believe it was in May. 

Senator ANperson. Then you came here in June? 

Mr. Henriques. During that time we ran a check in Salt Lake City 
on all the names listed in that decision, and in the State of Utah there 
was no cause for action that we could see against Mr. Featherstone 
for acreage holdings in Utah. 

Senator Anperson. When you came to New Mexico in June what 


did you do? 
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Mr. Henriques. I did not look into the Featherstone case. 
Senator Anperson. Why look at it in Utah and not New Mexico? 
Mr. Henriques. I have had more time in Salt Lake than in New 
Mexico. 

Senator Anperson. It is a rather large case. You mean to say 
that you have been so busy in Santa Fe that a case you thought of 
sufficient importance to check in Utah was one you could avoid in New 
Mexico, particularly when Mr. Featherstone lived in New Mexico? 

Mr. Henriquss. I wasn’t aware that he lived in New Mexico. 

Senator Anperson. I am happy to supply that information. 

Mr. Henriques. I thought he lived in Denver. 

Senator Anperson. I am not going to ask you on what that is based. 
Sometime when you go to Roswell, go look at his home. It will be 
interesting to you Iam sure. Up to this date, even though you were 
familiar with the Featherstone case while you were in Salt Lake and 
ran a test on Salt Lake, up to this date you have not seen fit, nor has 
anyone seen fit, to check the Featherstone holding; is that correct? 

Mr. Henriques. Sir, according to our record Mr. Featherstone in 
his own name does not exceed 46,000. 

Senator Anprrson. You didn’t confine it to Mr. Featherstone’s own 
name in Utah, why do you now confine it to Featherstone in New 
Mexico? 

Mr. Henriques. We have no reason to suspect. 

Mr. Hannetr. Suspect that these leases might be other than his 
in your files. 

Senator ANpeRson. Even when the Government suspects it in Utah. 
You yourself checked in Utah. Why did you suspect in Utah? 

Mr. Henriques. We didn’t suspect. 

Senator Anperson. Why did you check him? 

Mr. Henriques. We had a few free minutes that day. 

Senator Anperson. Why did you check him? 

Mr. Henriques. Out of curiosity. 

Senator Anprrson. Only out of curiosity ? 

Mr. Henriques. Yes. 

Senator Anperson. You think that the Bureau of Internal Revenue 
is concerned with this case only out of curiosity ? 

Mr. Henriques. Sir, the situation might be different in one State 
as against another. 

Senator Anperson. You mean that when I pay a Federal income 
tax, that if I have violated the law in New Mexico and haven’t violated 
it in Colorado, the fact that I am a good citizen up there in Colorado 
would tend not to require a check on what I do here? Don’t you pay 
income taxes across the board on all operations in the United States? 

Mr. Henriques. I think it is not analagous. Oil and gas leases 
are counted in only the State in which they are. 

Senator Anperson. What is the 100,000? 

Mr. Henriques. 200,000 leases under option in any one State and 
100,000 acreage under option for geophysical purposes. 

Mr. Repwine. Mr. Chairman, may I point out the statute on that 
in response to Mr. Henriques’ answer of a moment ago? 

Senator Anperson. I want to find out why he has curiosity in the 
one State, and what is the term you used to make the check? 

Mr. Henriques. We were curious, we had a little time to spend. 
We haven’t had that time to spend down here. 
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Senator Anpgrson. I am only trying to find out why he has curiosity 
in Utah and has no curiosity with reference to New Mexico. 

Mr. Henriques. When I come back tomorrow I will give you the 
list of all the Featherstone holdings according to our records. 

Senator Anperson. That would be progress. 

Mr. Repwine. The statute reads: 
No person, association, or corporation, except as in the act provided, may hold 
more than 46,080 acres in any one State, or more than 100,000 acres in the Ter- 
ritory of Alaska, whether directly through the ownership of leases or interests in 
leases, or indirectly as a member of an association or associations, or as a stock- 
holder of a corporation, or corporations, holding leases or interest therein or 
both. 


It seems to me that what we need to get at, Mr. Chairman, is not 
just what is of record in Mr. Featherstone’s name personally, but what 
is of record in the names of his affiliated interests that is of concern 
to the Internal Revenue Bureau, and mentioned in the decision from 
Cheyenne. 

Senator Anperson. We will subsequently give Mr. Featherstone a 
chance to make his own explanation of this. I am not trying to sug- 
gest that you make them for him. You knew that you examined this 
document which was filed in May with reference to Mr. Featherstone 
and on which the Bureau of Internal Revenue took the position that it 
would not approve certain deductions which he claimed. They based 
it upon certain information as to leases which he had and which he 
announced were really his although in other people’s names. 

It would seem to me on that sort of basis it might suggest to you 
that after you got into New Mexico something of this nature might 
be done. How did this document come to you in Salt Lake, surrepti- 
tiously or through official channels? 

Mr. Henriques. I believe, sir, we got it unofficially. 

Senator Anperson. I am just trying to see if the same grapevine 
got it to you in Salt Lake got it to Santa Fe. 

Mr. Henriques. I am not certain. 

Senator AnpErson. Were you not manager of 

Mr. Henriques (interrupting. I have never been in the Santa Fe 
office. 

Senator Anprrson. I mean the State supervisor for all Bureau of 
Land Management operations in New Mexico of which the Santa Fe 
Land Office isa part. Who is in charge of the Santa Fe Land Office? 

Mr. Smirxn. Mr. Douglas Henriques here at my right. 

Senator Anperson. He has been here since June. This was circu- 
lated in May. Will you find out, Mr. Henriques, whether a copy got 
into the Santa Fe office and under what auspices and circumstances, 
whether it came informally or whether it came formally ? 

Mr. Henriques. Would you give me the date on that decision? 

Senator Anperson. May 7, 1956, Cheyenne 079697 et al. I don’t 
know whether that is the important one, that is where an assignment 
was held for rejection, 

Mr. Henriques. Is that the one that has the list? I believe it is 
only one decision, that whole file. 

Mr. Repwine. If I may suggest, there has been a subsequent supple- 
mental decision on that that strengthened the original one. 

Senator Anperson. I was trying to see where the copies went. This 
would show it went to an area (2) an area II and area III, what is 
the number? 
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Mr. Smirn. That would be the area adminstrator where it says two. 

Senator ANpErsoN. What is two? 

Mr. Henriques. Salt Lake City. 

Senator Anpgerson. What is four? 

Mr. Smiru. Alaska. 

Senator AnpErson. They have Billings listed, Casper, Denver. 

Mr. Surru. Those are all States that lie within area III and LI. 

Senator Anprerson. Including New Mexico / 

Mr. Smiru. New Mexico, Colorado, Wyoming, Montana are the 
four States that comprise area II] with area headquarters at Denver. 

Senator Anperson. I am trying to see why, if they sent it to Denver 
they didn’t send it to New Mexico where the largest acreage is. 

Mr. Smrru. I can’t answer that. 

Senator Anprerson. We'd better try to find that out from the 
Cheyenne manager. I am trying to find out how there would be a 
possibility that the Santa Fe Land Office would ever check a case 
under existing regulations. Here is one, the Featherstone case that 
you knew about, that you personally knew about when you were in 
Salt Lake. You come to Santa Fe where the largest of all acreage 
is held and it doesn’t suggest to you that you might check it. Would 
you have to have a requirement by law that you check? 

Mr. Henriques. No, sir, if we had reason to suspect his own name 
that he was holding 

Senator Anperson (interrupting). Not in his own name. That 
wasn’t the basis on which this was done. 

Mr. Henriques. We have not the authority under the Mineral Lease 
Act to make that demand on any person who has this lease, is this 
your own money or not? Are you holding this? 

Senator Anperson. We are trying to find if we need remedial legis- 
lation. I understand you have no authority to ask a man if this is 
his own money or belongs to an association or some other group. 

Mr. Henrigves. We rely on the certification he puts on the offer i 
the absence of strong affirmative testimony otherwise. 

Senator Anprerson. He read you a law a moment ago, no person, 
association, or corporation, except as herein provided, may hold 
more than 46,080 acres in any one State, or more than 100,000 acres in 
the Territory of Alaska. 

Mr. Henriques. Sir, it says direct or indirect. Directly means in 
his own name, indirectly under our interpretation means where he is 
a member of an association, partnership, or corporation as a stock- 
holder. We do not read that that if he holds it in another person’s—— 

Senator ANDERSON (interrupting). Let me get on a question to you. 
This isa community property State. You have been here long enough 
to determine that fact ? 

Mr. Henriques. Yes, sir. 

Senator Anperson. If I take out a lease and go to 46,000 acres in 
my name and you see the name of my wife there, ‘this being a commu- 
nity-property State, you would have no reason to suspect we might be 
over because each of us had 46,000? 

Mr. Henriques. When I first came here I asked a question through 
channels to the Solicitor of the Department for a ruling. We have 
not had it come back yet. 

Senator Anperson. Not yet? 

Mr. Henriques. Not yet. 
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Senator Anperson. So maybe there would not be in the opinion of 
the Department an association ? 

Mr. Henriques. I don’t know. 

Mr. Repwine. We have a letter of request for a ruling on that 
matter. 

Senator Anprerson. Would you furnish for the record a copy of 
that ? 

Mr. Henriques. Yes, sir. 

Senator Anperson. Mr. Henriques, I am trying to keep from get- 
ting into things I shouldn’t get into, but this is the only way we have 
of trying to elicit this information. Now, the Featherstone story 
starts to some degree, I don’t know where it really starts, but in 1948 
Olen Featherstone and Martha Featherstone claimed exemptions from 
the Income Tax Bureau of Wyoming, $54,209.84. First-year rentals 
were paid at the rate of 25 cents an acre, which means 216,000 acres 
held in the State of Wyoming. If you had been the administrator in 
Wyoming, would you have felt that 200,000 acres in 1948 was more 
than he was entitled to hold? 

Mr. Henriques. No, sir. 

Senator ANpERsoN. You would not? 

Mr. Henriques. He is entitled to 15,000 acres in his name as an indi- 
vidual. He is entitled to 100,000 acres under option. 

Senator Anprrson. You still aren’t up to 216,000. Go the rest of 
the way. 

Mr. Henriques. If his wife paid for 15,000 in his name, she could 
also hold 15,000 acres under option as an individual citizen, that would 
give them 220,000 acres as man and wife. 

Senator Anprerson. That is of great interest to me because the hear- 
ing was held on this bill when they increased it to 15,000 acres. There 
was an inference that they were not raising it to 90,000, but to 45,000 
acres. If what you say is true, the Congress has been imposed upon, 
not by you, but by witnesses appearing before it. If I saw a record in 
my office that. indicated that somebody thought he had more than he 
should have had in the way of acreage and [ transferred to another 
State where his principal operations seemed to be, it seems to me I 
would have looked and seen if he was all right in this State. I am 
not saying you should. We are not going to find these things out on 
the face of the certificate filed on this. If they know there is not going 
to be an investigation beyond that certificate, nobody is going to worry 
about that. 

Mr. Henriques. If they can make that assumption, it would be cor- 
rect. I think they cannot make that assumption. 

Senator Anperson. What have you done to check one certificate 
made on one lease ? 

Mr. Henriques. We mention it. We say there in the memorandum 
of August 21, because we are behind on processing assignments there 
are pending assignments, the names of the assignees not yet reflected 
on the index. Every time an offer to lease is filed, we make a card and 
put it in the index if we suspect from seeing the same name more fre- 
quently than seems proper, we run a check on the numbers on the 
alphabetical index. If the total is not excessive, we say all right, we 
have run our spot check. It does not appear that that individual is 
over his acreage. We have done that informally since I have been 
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here 2 or 3 times. We have not found any person who was over the 
stipulated 46,000 acres. 

Senator ANDERSON. Was it stipulated 46,000? Why do you use 
that term? You just got through going over 200,000. 

Mr. Henriques. In his own name. 

Senator ANnprrson. But by using his wife’s name he can get up 
there ? 

Mr. Henriques. He can get 200 000 acres under option. That 
would be on a lease in another person’s name which he holds under 
option. It would not necessarily be in his name. He can’t have any 
more acreage in his name of chargeable acres. 

Senator Anprrson. I said he had 216,000 on which he claimed he 
paid rental. 

Mr. Henriques. He may have paid the option under the rental. It 
doesn’t say he had 200,000 acres in his own name. 

Senator Anprrson. No; it quite obviously 

Mr. Henriques (interrupting). He is entitled to 13,000 or 15,000. 
He was entitled to hold 100,000 acres under option. Under option 
he might have paid the rent. 

Senator AnpDerson. He might take another 15,000 in his wife’s 
name ¢ 

Mr. Henriques. His wife, as an individual citizen, would be entitled 
to 15,000 acres under her name, and likewise 100,000 acres under op- 
tion, under the law as it then existed, and I believe still does. 

Senator ANpERsoN. We will come to the Featherstone case when 
Mr. Featherstone comes in here. I was trying to find out what you 
would do under those circumstances. 

Mr. Hannert. You mentioned if he paid the rental under the op- 
tion, it is customary practice for people who have options on Federal 
lease acreage, say within the 100,000 or 200,000 limitation to pay the 
rental ? 

Mr. Henriques. Quite frequently. 

Mr. Hannetr. That is not frowned on at all by vour Department ? 

Mr. Henriques. We don’t ask any questions. The rental check 
comes in, we accept it. 

Mr. Hannerr. You don’t care who it is from as long as the rental 
check gets in there, you accept ? 

Mr. Henriqurs. Yes. Sometimes, I might add, the rent is paid 
twice, by the lessee and the optionee. 

Mr. Repwine. How do you return the check ? 

Mr. Henriques. The second check goes back to the maker. 

Mr. Hannett. You take the first check that arrives? 

Mr. Henriques. Yes. 

Senator ANperson. Was it called to your attention in the investiga- 
tion of the Featherstone case when the law was passed raising the 
acreage there was immediately assigned to Mr. Featherstone enough 
acreage to bring him up to 46,000? 

Mr. Hewnriqusrs. I was not familiar with that. 

Senator Anperson. Well, I am trying to find out what sort of a 
study you made of the case. That was in ‘the evidence. 

Mr. HENRIQUES. I have not studied the case. All I did was when 
I got the decision in Salt Lake, we sat down and checked to see in 
Utah because we anticipated that there might be as an aftermath of 
that decision, a request from the Director of the Bureau for a report. 
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Senator Anerson. If the request had come you would have made 

report ¢ 

Mr. Henriques. That is right. 

Senator Anperson. If a request didn’t come, you would let it ride? 

Mr. Henriqurs. There was no cause for action. 

Senator Anperson. In 1 year he paid $70,000 in Utah so he claims. 

Mr. Henriques. That is a matter between Mr. Featherstone and 
the Bureau of Revenue, that is not a matter on Jeases in the name of 
Mr. Featherstone in Utah. 

Senator Anprerson. Well, that’s what I am trying to find out, if the 
Bureau of Internal Revenue furnishes you information on which 
they contest him, you then say, well, that absolves us of the necessity 
of any investigation by the land office ? 

Mr. Henriques. They haven’t furnished that information to me 
either in Utah or New Mexico. I have no jurisdiction in Wyoming. 

Senator Anprerson. Then it is your testimony now that the decision 
May 7, 1956, and the subsequent decision which have been reached, 
the last one being August 15, 1956, have never been furnished to the 
New Mexico office ? 

Mr. Henriques. I have not seen the one of August 15, 1956, either 
officially or unofficially. 

Senator Anperson. I see now why the people say the Government 
operates by secrecy. 

Mr. Hannerr. I am going back to your reply, this letter of July 31, 
1956. 

Mr. Henriques. Yes. 

Mr. Hannerr. Paragraph 2 of the letter says: 

If compliance has been made with the requirements of the memorandum of 
October 26, 1953, what were the results? 

There’s a blank paragraph two. 

Mr. Henriqurs. Yes, sir. There was no complaint in that we did 
not serve, according to information given-me in the office, formal 
decision on any person after October 26, 1953, and having served no 
formal decision, we felt there was nothing to report. 

Senator Anperson. Now, you have a question here with regard to 
the alphabetical index in 4, the indexes or records in 5, this is the 
question : 

Do such indexes, or records, contain a reference of the names of operators 
under approved operating agreements? 

You have no such record in Santa Fe, is that right, your respon- 
sibility is not practicing land office to maintain the record. 

Mr. Henriques. No; we don’t put them on the index cards. 

Mr. Hannetr. Why don't you have them on there? 

Mr. Henriques. It is just something that never was initiated. Each 
individual case will reflect. whether there is a designated operator or 
an operator under approved operating agreements, but we have just 
never put them on the index cards. 

Mr. Hannerr. I note paragraph 6 is rather long, subdivided— 
would it be feasible to call on all pending offerors and recordholders of leases, 
to furnish this office with current lists of holdings in the following manner: 

a. Holdings under the unit plans, cooperative agreements, section 17 (b) 
agreements, or section 18, 18 (a), and 19 leases which are not chargeable 


under the acreage limitations clause of the act of February 25, 1920, as 
amended. 
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- Holdings of lessees or assignees by serial number and acreages involved. 
. Holdings under operating agreements. 

You stated it would not be feasible. You said in that answer, there 
are now pending in the Santa Fe Land Office more than 14,000 out- 
standing leases; is that right? 

Mr. Henriques. I believe that’s the correct figure. 

Mr. Hannerr. Approximately what acreage does that cover, of the 
14,000 is there any way you can estimate what that acreage is that the 
pending applications covered ? 

Mr. Henriques. These are outstanding leases. These are leases 
that exist 

Senator Anperson. What acreage do they cover? 

Mr. Henriques. I don’t know the answer. I believe the figure men- 
tioned in that initial paper of eight million plus. I think that is 
probably correct. 

Mr. Hannerr. Then as I take it, you rely on this statement that is 
furnished to you by the person making an application for lease or 
assignment of lease, has to show whether or not it puts him over 
acreage, and unless some specific individual comes to you and says, 

T claim that this chap is over acreage, you make no further investi- 
aston of it; is that nght? 

Mr. Henriques. That is correct. If we may assume a situation in 
which someone shows we have issued a lease putting an individual over 
the 46,080-acre limitation, we would call upon him and give him 30 
days to reduce his holdings below in accordance with the regulations. 

Mr. Hannerr. That is in accordance with the law and the regula- 
tions ? 

Mr. Henriques. Yes, sir. 

Mr. Hannerr. But that, so far as you know, has not been done here 
in the Santa Fe office ’ 

Mr. Henriques. No, it has not. 

Senator Anperson. I think the basis of your testimony is that if 
John Jones comes in and applies for 45,000 acres and gets leases, you 
take his money. If then Mrs. John Jones comes in for 45,000 acres 
you take her money. If subsequently his secretary comes in for 45,000 
acres you take her money. If subsequently his landman comes in for 
15,000 acres, you take his money even though it is quite apparent to 
you that they are all parts of the same operation, as long as it looks 
all right on the face of it, there is no investigation below the face 
of it? 

Mr. Henriques. I think we would have no authority to make that 
investigation. 

Senator Anprrson. That is what I want to find out. Congress 
needs to check it because Congress thinks you do have that authority. 
If you have no authority, then it is very interesting. There have 
been some cases which indicated that they might have some authority 
in this matter. They have been largely coal cases I admit, you do it 
when a man has a coal lease, but if he has an oil lease you have no 
authority ? 

Mr. Henriques. That is my understanding of it. 

Mr. Hannerr. At this time we have nothing further from Mr. 
Henriques. 

Senator ANperson. You will be back tomorrow. You need not 
come back, Mr. Smith. 
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Mr. Smirx. We shall need to bring that person who is conversant 
with that situation back in 1953, as I recall, 1952 to 1953 in the matter 
of certain lag. 

Mr. Hannetr. We would like to go further than that, conversant 
with the situation from 1946. 

Mr. HenrIQuEs. We will bring Mrs. Ham tomorrow. 

Senator ANperson. Thank you. I don’t want to convey the criti- 
cism that I think that you should do something that is not your duty. 

Mr. Henriques. I didn’t take it that way, sir. 

Mr. Repwine. May the staff have permission to put in the neces- 
sary documents in this record, at the appropriate place? 

Senator ANDERSON. May I take a look at them? 

Mr. Repwine. Certainly. 

(Throughout the record documents appear which are inserted by 
the staff under the above authority.) 

Mr. HAnnetr. I would like at this time to read into the record a 
telegram sent by Mr. Clinton P. Anderson to E. F. Bullard, president, 
Stanolind Oil & Gas Co. 


Notice is given that a subcommittee of the Senate Committee on Interior and 
Insular Affairs will commence hearings on the practices of oil companies in 
acquiring oil and gas leases and options on public lands under Federal laws, 
commencing 9 a. m., September 20, 1956, at the Bernalillo County District Court- 
house, Albuquerque, N. Mex. You are request to have present at the commence- 
ment of said hearing the following personnel from your company prepared to 
testify on the subject matter of the investigation: George C. Mahaffey, W. T. 
Smith, William J. Nolte, John Thompson, George Clark, and any other person 
who in your judgment is in a position to throw light on the subject matter of 
the investigation. The appropriate personnel should bring with them all 
correspondence and instruments including canceled checks, covering Federal 
oil and gas lease transactions between your company and the following: Vance 
W. McManus, Thelma BE. McManus, Sarah BE. Lillie, Neil F. Stull, Satterfield, 
Ewing & Hedspeth, Florida attorneys, Caroll Payne, Edith Payne, Mabel T. 
Senter, E. F. Murray, Vida V. Murray, Eleanor Larson, Phil T. Wilkinson, 
Beulah B. Wilkinson. Your personal appearance as a witness is requested for 
the morning session September 21, 1956. 

There are certain representatives of the company here. I would 
like to ask, we have previously conferred and I would like to state 
into the record that George C. Mahaffey, W. T. Smith, William J. 
Nolte, John H. Thompson, and George Clark are here present to 


testify ; is that correct ? 


STATEMENT OF ROSS L. MALONE, ROSWELL, N. MEX. 


Mr. Matonr. For the record, my name is Ross L. Malone, of Ros- 
well, N. Mex., of the law firm of Atwood & Malone. I am counsel for 
Stanolind Oil & Gas Co. in this investigation. My cocounsel is Mr. 
Everett M. Grantham of Albuquerque. We also have present Mr. 
Wilbur Heard, the general attorney of Stanolind, from Tulsa. The 
telegram which you have read was received, and we have, to the best 
of our ability, within the time available, compiled and have with us 
the records which it specifies. If in some instances the time available 
did not permit the locating of a particular instrument, and the com- 
mittee desires it, we will, of course, obtain it and furnish it at the 
earliest possible time. 

The one witness not available at this time, Mr. John H. Thompson, 
at the time of the telegram, and for sometime theretofore, had been out 
of the United States on vacation, and could not be located. Mr. Bul- 
lard, whose appearance was requested for September 21, is present. 
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Mr. Hanverr. John H. Thompson is due back next week. 

Mr. Matonr. The 25th is our information, from his local superior. 

Mr. Hannerr. And will be available at that time? 

Mr. Matone. Yes. 

Senator Anperson. I want to say that in preparation for this hear- 
ing, Mr. Malone and Mr. Hannett came to my office and we conferred 
about the desirability of permitting Stanolind to present the first part 
of its testimony so that we may have some orderly presentation of 
facts. 1 am in agreement with that. Mr. Hannett, you have a wit- 
ness ¢ 

Mr. Matonr. Stanolind would like to offer as its first witness, Mr. 
Kent Whitford, of Oklahoma, who will present a prepared statement. 

Senator Anperson. Do you solemnly swear that the testimony you 
shall give before the Committee on Insular and Interior Affairs shall 
be the truth the whole truth, and nothing but the truth, so help you 
God? 


STATEMENT OF KENT S. WHITFORD, ATTORNEY, STANOLIND OIL 
& GAS CO. 


Mr. Wuirrorp. Yes. My name is Kent S. Whitford. I am an 
attorney for Stanolind Oil & Gas Co. I graduated from the Univer- 
sity of Denver with the degrees of A. B., A. M., and LL. B. For 37 
years I have been associated with the legal staff of oil companies en- 
gaged extensively in operations on public lands, and the greatest part 
of my time has been devoted to the law of oil and gas, the placer mining 
law, and public land law, particularly the Federal Mineral Leasing 
Act. 

It is my understanding that the purpose of this investigation is 
an objective inquiry into how the Mineral Leasing Act is working out 
in practice, what problems have arisen in connection therewith, and 
whether or not any further amendments of the law are desirable 
to meet the situation. 

By way of brief review the Mineral Leasing Act was passed on 
February 25, 1920. Leases on wildeat lands were covered by 2-year 
prospecting permits. Upon discovery of oil or gas a lease could be 
obtained for one-fourth of the area for a 20-year term at 5 percent 
royalty and with specific drilling obligations, and another lease on the 
balance at a sliding scale royalty. Lessees were inhibited from hold- 
ing more than 2,560 acres in any single oilfield or more than 7,680 
acres In a State. 

Any lessee holding excess acreage could be required on 30 days’ 
notice to divest himself of the excess, in default of which suit could 
be instituted by the Attorney General for that purpose. There was 
and is no other penalty. 

On March 4, 1931, Congress passed an amendment authorizing 
the unitization of public lands in the interest of conservation of natu- 
ral resources, and provided that the Secretary should in connection 
with these plans control the rate of prospecting and development and 
the quantity and rate of production. Rugged individualists in the 
oil business were reluctant thus to submit to the virtual management 
of their units by the Secretary, so Congress by the act of August 
21, 1935, as a specific inducement to unitization, provided that inter- 
ests held under unit agreements should be exempt from the acreage 
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charge La yore by the acreage limitations of the act, and also 
authorized the Secretary to insert a requirement in Federal leases 
requiring the leanbe to unitize on demand. The same act did away 
with the prospecting permit and the lease at 5 percent royalty, and 
provided for an exploratory lease for the term ‘od 5 5 years and as long 
thereafter as oil or gas is produced, with no express drilling obliga- 
tion except such as might be imposed by the Secretary. The lease 
could be extended for 5 additional years. The royalty was on a 
graduated step scale. 

By the act of August 8, 1946, lease royalties were placed on a flat 
1214 percent basis to conform as to royalty and term with the pre- 
vailing practice in commercial leases. The acreage limitation on 
a veaiednes field was eliminated and the allowable acreage in a State 
was increased to 15,360 acres. Express authority was also given 
for taking nonrenewable options on leases in amounts up to 100,000 
in each State, the option to be for not longer than 2 years without 
consent of the Secretary. No provision was made for issuance of 
options directly by the Government to the party desiring them. 

By the act of August 3, 1954, the acreage limitation for leases in 
a State was increased to 46,080 and the allowable options to 200,000 
acres and the term of options extended to 3 years. On the subject 
of acreage limitations each applicant for, or purchaser of, a lease 
was required to present to the Department a detailed list of leases 
held in the same State to show his qualification to take and hold the 
lease. In the absence of a satisfactory showing, the lease or assign- 
ment would not be approved. Since the adoption by the Department 
of the “offer to lease” type of application several years ago, the 
detailed list has been dispensed with as a matter of convenience to 
secure the prompt issuance of the lease, and the applicant now merely 
certifies that he does not hold more than 46,080 acres. As to options, 
these need not be filed, or approved by the Department, but a de- 
tailed report of options held must be filed with the Department semi- 
annually, evidencmg compliance with the law. 

The provisions of the act thus evolved and the regulations issued 
thereunder seem generally to be working well, but a number of prob- 
lems have arisen due to uncertainties in the law, conflict between the 
law and the regulations due in part to the competitive pressures in 
this highly competitive industry. 

Mr. Hannerr. You have just stated to this point the provisions 
of the act thus evolved and the regulations issued thereunder seem 
generally to be working well, but a number of problems have arisen 
due to uncertainties in the law, conflict between the law and the 
regulations, due in part to the competitive pressures in this highly 
competitive industry. Would you tell us what the uncertainties in 
the law are? 

Mr. Wurrtrorp. I will develop that. 

Mr. Hannerr. I would rather have you do it now. 


EXAMINATION 


By Senator ANDERSON : 
Q. I'd say, when you get tawona I would like to have you tell me 
of the conflict between the law and the regulations. What was para- 
mount, the law or the regulations ? 


A. Well, I 
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Q. I want to know if the clerk can override the law and put you in 
the clear if something is wrong. 

A. Well, the conflict is due to a regulation of the Interior Depart- 
ment, passed in 1947, which prescribed that all options taken on lease 
applications should be chargeable from the date of the option. It 
also permitted the optionee to hold the option from the date of the 
option until 2 years after the date the lease was issued. Prior to that 
time the Department had held by regulation—and, I think that is in 
accordance with the law—that an option was chargeable to an op- 
tionee when the lease issued. 

Q. That doesn’t illustrate any conflict between the law and the 
regulations. 

A. It is not a conflict between the regulation and the statute. It is 
a conflict between the regulation and this present existing law. The 
Supreme Court of the United States has held that the issuance of an 
oil and gas lease to an applicant is absolutely discretionary within 
the Department. A department doesn’t have to issue a lease to the 
application. The Department has, by a long line of decisions, held 
that a mere application of a lease does not entitle the party to a lease, 
and that there is no public land segregated to his use merely by the 
fact that he has made an application for a lease; and that he acquires 
no right under his lease until the lease is issued, and the Department 
has gone further to say that when a lease applicant makes an assign- 
ment of his lease, or lease application, and the assignment is presented 
to the Department for approval, the Department will refuse to recog- 
nize the assignment because the lease applicant has no title on which 
to predicate. The most the Department will do is to recognize the 
ance as being a contract to assign a lease, if and when it is 
issued. 

Therefore, the Department refuses to act on those assignments, 
waits until the lease is issued, and then, if it is issued, takes up the 
assignment and acts on it in accordance with the fact. The fact is 
that the mere fact a man applies for a lease doesn’t insure that he is 
going to get a lease at all. Very often they apply for leases on lands 
that are not even the property of the United States. Very often the 
party is not the prior applicant for the lease. Sometimes they have 17 
or 20 applications conflicting for the same land. Only one can be 
granted. If the man is not entitled to the lease, if he is not the prior 
applicant, why, he can’t get it; the other 16 have no right. The land— 
the applicant may not be qualified to take the lease. He may be over- 
acreaged, or he may be an alien to such a country that he is not entitled 
to take the lease. The application will be rejected. The land may be 
withdrawn by the Government, or dedicated to some use which pre- 
cludes the granting of an oil and gas lease on it. All those matters 
— preclude an applicant from obtaining the lease, and there are 
others. 

Q. I grant you that’s of interest. I am not a lawyer and I may have 
missed the point, but do you think that was responsive to my ques- 
tion? In case there is a conflict between the law and the regulation, 
which do you think is supreme? 

A. I will answer that the law is supreme over the regulation. 

Q. That is what I want to know. These options you have discussed 


are the ones that are nonrenewable for geological and geophysical 
purposes ¢ 
87402—57_3 
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A. I haven’t discussed options yet. 

Q. You are discussing the fact that these applications are filed. 
So far you are limiting yourself to the manner of handling the appli- 
cations; is that right ? 

A. Yes, sir. I wish to say that therefore, that being the case— 
well, I will stop there. That’sthat. Now, there is also an uncertainty 
in the law, in the law itself, as to what is meant by a nonrenewable 
option. We have taken the position, and we understand that is the 
general position of the industry, that a nonrenewable option means 
an option that does not grant to you, optionee, any unilateral right to 
renew by it, by right on the optionor. 

When you speak of renewable lease, or renewable mortgage, it means 
the party has a right to renew it. We contend that does not mean 
that the option cannot be renewed at all. There is that, and yet there 
has been the view asserted that the option cannot be renewed at all. 
We will take that up as we get along as we deal with it. 

Most of these problems relate to the subject of options, which is a 
comparatively new feature of the act. 

The company first acquired Federal leases in 1932. In the last 
decade we have held Federal leases or options in from 10 to 16 States. 

The original purpose of all acreage limitations was to prevent 
monopoly, but these limitations were relaxed from time to time as it 
was seen that competitive conditions existing in the industry demon- 
strated that monopoly was unlikely. Indeed there is much support for 
the thesis that there is no necessity for any acreage limitation at all, 
since it appears that in the midcontinent field and elsewhere where 
there is no Federal acreage, and no acreage limitation, competition is 
so keen that there has been and is no danger of monopoly. State 
leases, Indian leases, and Outer Continental Shelf leases carry no 
limitations. 

Q. poem is some limitation in the Outer Continental Shelf bill? 

A. No. 

Q. As to how much one company can hold? 

A. No. 

Q. As to the size? 

A. There may be some in the right that an individual can partic- 
ipate in one lease. The policy of this company has always been to 
keep within the acreage limitations of the act at all times, and we have 
made diligent effort to do so. It is the primary responsibility of the 
district landman to regulate his purchases so as to keep within these 
limitations within his own State. Where there are two districts in 
one State, the district landmen are expected to collaborate to that end. 
It is left to the discretion of each landman as to the manner of keeping 
track of his acreage. The management of the company exercises 
supervision to see that we keep within the limitation. Prior to 
Sen ROR (1950), this function was exercised by the Tulsa 
office. 

Because of the difference in handling and management of Federal 
leases (as distinguished from leases on patented land, State land and 
Indian land), Federal leases were segregated into separate file cases 
and kept in a separate office in charge of a clerk in the land depart- 
ment especially trained for that purpose. Such clerk kept a book or 
ledger that listed by State and geologic structure all Federal leases 
and, later, options held by the company, together with the chargeable 
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acreage attributable to each. This was kept so as to reflect the current 
status at all times. This record was available at all times to employees 
at the general office, division, and district level for reference and 
check. 

Such clerk was under the supervision of the staff attorney, who 
specializes in administration of Federal leases, and who was available 
at all times to the lease clerk for advice on all questions relating to 
chargeability of acreage and the proper construction of the law and 
regulations. 

All reports required by law to be filed with the Government as to 
acreage held in any State were prepared by the lease clerk from the 
records, and approved by the attorney in the law department, and 
signed by the vice president in charge of exploration. In the absence 
of such vice president, the executive vice president or the president has 
signed it. 

On decentralization, which was carried out in the autumn of 1950, 
we set up a special clerk or recordkeeper in each of the division 
offices at Casper, Fort Worth, and Oklahoma City, and a separate 
acreage record is kept in each division for the States in that division. 
In order to implement the program, this special staff attorney kept 
and maintained for 2 years a duplicate acreage record as a check to 
assure that the records were being properly kept and accurately re- 
flected our acreage position. All acreage reports from all divisions 
were checked in detail by him before signature by the officers. There- 
after the ultimate responsibility for acreage limitations was placed 
on each division manager without discharging the primary responsi- 
bility of the district landman, but the attorney in Tulsa still continues 
to watch the acreage limitation situation and to approve all formal 
reports made to the Government. 

The Mineral Leasing Act originally limited the leaseholding to 
2,560 acres within any producing field and 7,680 acres in any one 
State. By the 1946 amendment, the limit for a State was doubled 
to 15,360 acres, and the limit for a producing field was dropped, largely 
because such limit interfered with unitization. By the 1954 amend- 
ment, the limit was trebled to 46,080 acres. Until about the last 3 
years the law required of any party seeking a lease or acquiring any 
lease by assignment to file a complete list of leaseholdings in the same 
State. Obviously if such report showed an excess acreage, the applica- 
tion was rejected. Hence it was practically impossible for a party to 
acquire an excess lease acreage unless the report was either innocently 
erroneous or deliberately false. 

We have always made all reports required. The department has 
never rejected any lease application or any application for approval 
of assignment made by this company on account of its position. Prior 
to decentralization we did not make any intracompany lease acreage 
reports, as the book or ledger was always available in the Tulsa office 
to reflect the current status. Since decentralization we make intra- 
company quarterly acreage reports in each division so that Tulsa can 
be kept advised. ‘These have all showed that we were within the 
limitation of the law in all States. 


By Mr. Hannett: 
Q. Have you brought with you any of the quarterly acreage reports 
which are made interoffice ? 
A. No; I have not. 
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Q. You do not have those. They can be made available? 

A. Yes; I think we can get them some way. 

(These reports appear in the appendix.) 

(J. You said “prior to decentralization we did not make any intra- 
company lease acreage reports, as the book or ledger was always 
available in the Tulsa office to reflect the current status.” 

A. That is right. 

(. This decentralization occurred in 1950? 

A. Yes. 

Q. You say there are no reports, interoffice communications and 
reports, received at the Tulsa office prior to 1950? 

A. No; there are none. 

Q. There are none. 

A. We had the acreage record, which reflected our position at that 
time, at all times. We have filed acreage reports in each lease file 
where we had occasion to file them with the Government. But, there 
was no periodic report required and none kept except those. We had 
the acreage book right there in Tulsa. We knew what it was at all 
times. 

Q. Weren’t there any reports out of the Casper, Wyo., office during 
the years, 1948, 1949, interoffice communications, prior to the decen- 
tralization ? 

A. Not that I know of. The records were kept in Tulsa. The 
Casper office, so far as I know, the Casper office kept no records. 

Senator Anprrson. Did you request these reports? 

Mr. Hannett. I would like now to request them. 

Senator Anperson. Did you, previously. You asked him a minute 
ago if they were available. I want to show whether you did or did 
not ask for them. 

See me afterward and show me what you want and I will try 
to get what we have. 
enator Anprerson. I want something in the record. 

Q. I now specifically request that you provide me with the quarter] 
report and any weekly reports in any of your division offices, whic 
Stanolind has in your files, or in the Stanolind office in Tulsa, or any 
other office, trichedinng the Casper office. 

Mr. Matone. We certainly want to cooperate. 

Senator Annerson. Let’s keep it to an order of size. That’s why I 
asked the question. We have found several times at legislative hear- 
ings, that the witnesses’ response in the way of hearing is not what the 
people asked for thought it was going to be. I have tried to make a 
specific request for certain papers so that when you comply you can 
check the request as you examine the copy of your record. Can we 
limit it to the quarterly acreage reports of each division which they 
have in the Tulsa office? 

Mr. Hannetr. And weekly reports. 

Senator Anperson. Intracompany quarterly and weekly acreage re- 
ports - each division which the Tulsa office has? 

A. Yes 


Senator Anperson. That is what the request will be. 

(The material referred to appears in the committee files and is re- 
flected in the Appendix.) 

A. Options were first expressly authorized by the 1946 amendment 
to the act. Options are usually taken for the purpose of doing ex- 
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pensive geological and geophysical work before taking the lease and 
drilling, or for the purpose of exploring the possibilities of unitiza- 
tion—both lawful objects. The taking of options, which is specifically 
authorized by statue, is in no sense a subterfuge or evasion of the law. 


By Mr. Hannert: 


Q. How long does it usually take to make these determinations un- 
der the geological and geophysical work? 

A. That all depends on the nature and character and the results of 
the work. It varies. I, of course, being only a lawyer I am not in a 
position to be acurate about that. I say, sometimes the work can be 
done and compared and studied, and conclusions arrived at, say, within 
a year from the time it was started; other times the work was in- 
conclusive, and other times the work had to be done. We have known 
where 3 or 4 years have elapsed before they have determined whether 
geophysical work was really conclusive, and come to any definite con- 
clusion about it. 

Q. I thought from gomg over your reports, Mr. Whitford, that 
options have been carried for as long as 10 years. Is that too long to 
make geological and geophysical exploration ? 

A. Well, we consider that basically the general purpose for which 
options are taken 

Q. (Interrupting.) I would like to have you come to my question. 

A. All right. 

Q. Is that too long? 

A. Except in very exceptional cases, yes, it is too long. 

Q. It is too long? 

A. Except in an exceptional case. I don’t know the circumstances 
surrounding any of those cases, and I can’t tell you. 

Q. Now, the statutes specifically refers to a nonrenewable option? 

A. Yes. 

Q. For geological and geophysical purposes ? 

A. Yes. 

Q. A 2-year option; is that correct ? 

A. Yes. 

Q. Is it true that your company would hold a lease for a 2-year 
period without doing any geological and geophysical work while this 
was under option ? 

A. I can’t say as to that. 

Q. Did you ever hear of the Heath case? 

A. Yes, sir. 

Q. Isn’t it true that the representatives of your company at that 
time said no geological—in that case no geological or geophysical 
work had been done on the option which Stanolind sought to enforce 
in that case? 

A. That Heath case was a very peculiar case. 

(. Do you know whether or not your representative so stated in 
the Heath case? 

4. . was there; and I think as to one option, perhaps, they did 
so state. 

Q. And a successive option was taken on that, or a renewed option, 
or another option was taken after the first option ? 

A. You misconstrued me there. We took—we took an option prior 
to the passage. We took an option from Mr. Heath prior to the 
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passage of the act of August 8, 1946. We considered it was lawful 
to do so, and it was not an acreage charged. 

Q. I am not going into—— 

A. (Interrupting.) I am telling you about the geophysical work. 

Mr. Hannett. I would like to limit this as to such a statement was 
made in the Heath case by his representatives. 

Senator Anperson. I see no reason why he couldn’t answer that and 
go back and make his explanation of it. 

A. Idid say, “as to one option.” I said, “as to one option”; I thought 
that statement was made, then you assumed that was the first option. 
I didn’t say “as to the first option.” 

The 1946 act authorized “nonrenewable” options taken for the pur- 
pose of doing geological or geophysical work, for a term not more 
than 2 years, without consent of the Interior Department, and in an 
amount not exceeding 100,000 acres in any State. 

By Senator ANDERSON : 

Q. The Congress said the option should be nonrenewable ? 

A. Yes. 

Q. You have said that means a unilateral arrangement if both agree 
it is all right to renew it. How could the Congress have prevented 
renewable by any other means except the terms “not renewable,” when 
Congress said it should not be renewed, even though both parties 
agree ? 

% I do not interpret the Congress to mean that it cannot be 
renewed. 

Q. They said it was not renewable- 

A. (Interrupting.) They should say an option which cannot be 
renewed. 

QQ. Then, in the future if they want—— 

A. (Interrupting.) If that is what they want to say, they should 
say it. 

Q. What is the difference between nonrenewable and renewable? 

A. A nonrenewable option is one that does not convey within itself, 
at the option contract, a right to the optionee to renew the option 
without the consent of the other party. In other words, if you give 
a renewable lease to a man he has the right at the end of the lease 
term to renew it whether you want him to or not. That is what they 
mean by renewable lease. Now, a nonrenewable lease would be one 
in which he would not have that right to renew. 

Q. The Congress said this should be nonrenewable. How do you 
interpret that, if the other party agrees to renew it, the verdict of 
Congress should be set aside ? 

A. I don’t think Congress did so intend, and I don’t think that is 
the construction that has been placed on it by us, or the industry. 

Q@. The Congress says a man should take a lease for 5 years, and if 
the 2 parties decide that they want to renew it for—despite the law, 
you would say, since there was no express limitation on that, they could 
go ahead and renew it for another 5, 10, 50, or 100 years. They have 
said nonrenewable. Do you find anything in the discussion of the 
legislative history of the 1946 act that Con understood it to be 
nonrenewable if you desired to renew it? When they said nonrenew- 
able they meant not renewable. 

A. I don’t think they so construed it. 
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Q. You don’t think they meant that? 

A. I don’t think so. I think they used nonrenewable in order to 
prevent a man from tying up his lease with an option for longer 
than a 2-year period of time. 

Q. Why don’t they say that? 

A. I don’t think nonrenewable means that, Senator. I don’t think 
the industry means that. 

Mr. Hannett. Mr. Chairman. 

Q. I want to know if it might be construed that nonrenewable 
meant nonrenewable. 

A. We have a case decided by the Department of Interior: Avm- 
strong v. The Mulecreek Oil Company. In that case the Department 
specifically held—no objection is seen in the obtaining of a new option 
upon an independent consideration if the parties are qualified to hold 
it. 

Q. It says, “new” it doesn’t say “renewable.” 

A. What is the difference between a new and renewable option 4 

Mr. Hanwnert. In connection with this, the Heath case has been 
mentioned. At this point I would like to read pertinent observations 
of Judge Hatch, who wrote this opinion and entered it in the files. 

Senator Anperson. Would you mind stating whether or not—or 
I’d better state whether or not Mr. Hatch had any position in the Sen- 
ate of the United States when the act was written ? 

Mr. Hannert. He did. 

Senator Anperson. He was chairman of the committee to which the 
legislation was referred. He had not only personal knowledge, but 
knowledge—— 

Mr. Mavons (interrupting). Would I be permitted to make a brief 
statement in connection with that opinion / 

Senator Anperson. Let him read it first. 

Mr. Martone. I would like to suggest if I might, that the opinion 
was never released, that the case was never decided, that the opinion 
was written and filed and sealed. 

Mr. Hannert. I will put that in. 

Senator Anprrson. I will be happy to have you put that in. I can 
see he knows the difference. 

A. He took the view you did. 

Senator Anperson. I would think any man that participated in 
writing the legislation with the word “nonrenewable,” would think it 
would mean nonrenewable. I worked a long time on the Submerged 
Lands case. I worked on the Tideland Oil case. My language was 
not accepted in the Tidelands. 

Mr. Hannerr. The reason this was not released and entered as a 
judgment in the case, though findings of fact and conclusions of law 
had been prepared by the court in connection with it, was that the 
case was settled, and the nonsuit, as I recall, was taken by the plaintiff, 
Stanolind Oil & Gas Co. 

Senator Anperson. Let me hear what he said. 

Mr. Hannett. For the purpose of clarifying that particular point 
before going into it, I read from the decision: 

Since the foregoing opinion was announced orally to counsel, and permission 
to take the nonsuit was granted, it would appear that all questions covered by 


the opinion are moot as far as this case is concerned. It would seem unnecessary 
to file in the official records or to publish the opinion prepared. Nevertheless, 
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the questions involved in this case are of such importance, not only to the parties 
but also to the public which has a decided interest in the proper administration 
of all laws relating to the public domain, it may well be that some further 
oceasion might require reference to the opinion and views held by the presiding 
judge of this district. Therefore, in order that this opinion may be preserved 
for such purpose should it ever become necessary to refer to it, there is one 
hereof signed by me, and it will be lodged for safekeeping with the clerk of the 
court in the file on this case, but it will not be filed as an official opinion, as the 
same is not now necessary, nor will it be published. 


After reciting the statute in connection with nonrenewable options, 
Judge Hatch said this: 


The exact question concerns the intent and purpose of the Congress in recogniz- 
ing nonrenewable options limited to a term of not more than 2 years. 

To me the language of the act carries its own interpretation. It is plain and 
unequivocal. There is hardly question or doubt as to the evident intent and 
purpose of the lawmakers. * * * 

Such purposes are especially apparent in the mineral acts permitting leasing 
of the public domains for oil and gas development. Although sometimes violated, 
the intent and purpose back of all such acts has been to encourage exploration, 
discovery, and development. One needs only read the original Mineral Leasing 
Act of 1920 and the amendments thereto to be profoundly impressed with such 
intent and purposes on the part of the Congress. Speculation, monopolistic 
control, and exploitation without regard to public policy and interest has ever 
been sought to be prevented and prohibited by the legislative branch of the 
Government. Acts contravening such firmly established policies must be 
guarded against and the true purpose of the Congress safeguarded and protected 
by the administrative and judicial branches of the Government. 


He says that the Senate bill proposing the amendments were then 
introduced by Senator O’Mahoney, of Wyoming. 


Further, although it may not be free from some doubt, I hold without reserva- 
tion that Congress intended such options should only be taken or held for the 
purpose of doing geological or geophysical work. It was not intended that any 
option should be held for longer than 2 years without the prior approval of 
the Secretary of the Interior. 

Briefly referring to the language of the act, words could hardly better express 
the will and purpose of Congress. “Nonrenewable options” as used in the bill, 
mean exactly that no longer time than 2 years was intended, except when 
additional time is approved by the Secretary of the Interior. Not only does 
the use of such language confer power upon the Secretary to approve, and thereby 
authorize an option for a longer term under exceptional circumstances, but that 
language and power conferred refutes any idea that any other method, plan, 
or scheme could or should be devised to hold a lease under option for a longer 
period than 2 years without approval by the Secretary. 

Words cannot condemn too severely practices which evade the law, and violate 
its plain intent and purpose. Greedy grabbers of the public domain will find 
little sympathy in this court. 


Senator Anperson. I would think that is what Judge Hatch would 
hold. I think that anybody who tried to work with the public land 
laws of this country and knew anything about the antimonopoly 
intent of the law of 1920 and all amendments thereafter, would know 
that a nonrenewable permit was not renewable, except as the Secretary 
of the Interior decided by regulation to do it. I imagine you could 
find plenty more in the legislative history. 

Mr. Hannerrt. A substantial portion of the legislative history is 

uoted. 
. A. Prior options were expressly validated. By the 1954 amend- 
ment the limit was raised to 200,000. 

The law required the filing of semiannual reports as to option hold- 
ings. These we have filed each semester, and all have shown us to be 
within the acreage limitations as above. They were prepared and 
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approved in the same way as reports on leases. Since decentralization 
they have been prepared by the record keeper in each division, 
approved by the division attorney, assembled and approved by our 
Tulsa attorney, and signed by our vice president. We also have intra- 
company quarterly reports. The Government has never taken excep- 
tion to any report that we have filed. 

By Senator ANDERSON : 

Q. On those reports, do you show which options? How many issued 
the first time and how many are renewed ? 

A. No; we do not. It shows that on the first. It shows the date 
where you have taken the option, we have taken the renewed options, 
if you want to call them that. If an option has expired we take a 
new consideration for an independent option. In that case the report 
will show the serial number and the date of the lease and the date of 
the option and show when it expires. A subsequent report would 
show the same serial number, the same date of the lease, and the new 
date of the option. 'The Department of Interior could readily see 
that a new option had been taken. 

QQ. That would make it the responsibility of the Department of the 
Interior to check each one ? 

A. Yes. 

Q. You don’t think you have any obligation to show how many are 
renewed ¢ ‘ 

A. We considered we had a right to, under the law to, if you want 
to call it renew the option, or take a new option at the end of the prior 
option time, if we could make a negotiation with the party and if we 
were qualified to hold it. 

(. Tell me again the reason that you believe that a nonrenewable 
option should be renewed. 

A. We construe the word “nonrenewable” to mean that the option 
does not grant the right in itself, the right in the optionee to renew 
it without the consent of the other party. We are confirmed in that 
by the decision which I have mentioned, by the Interior Department 
which constitutes its construction of the law, and that is a decision 
which has been issued, and it’s the one issued decision extant at the 
present time. It either amounts to an interpretation of the law, or it 
amounts, by declaration of the Interior Department that through the 
device of second options it consents to the taking of an option for 
longer than 2 years. 

Mr. Repwrne. Can I interrupt? 

Q. You believe the Interior Department has a right to, by regula- 
tion, supplant the law. I thought you said the law would be supreme? 

A. The law granted the Secretary of the Interior that right. 

Mr. Repwine. I must have misunderstood you a minute ago. I 
think you said that your report showed the date of the lease and the 
date of the option and the expiration thereon. Am I correct in that? 

A. It shows the—I do not recall whether it shows the date of the 
lease, it shows the date of the option and the date of expiration. 

Mr. Repwrnf. I am looking at a report of Stanolind Co. for Au- 
gust 23,1951. Here is a series of 13 options. The third time, accord- 
ing to the report, that Stanolind has taken these particular options, 
and all they show is the date of the option and the expiration of the 
option. They do not show on these reports the date of the lease. 
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Senator Anperson. When Mr. Whitford reviews his testimony on 
this date, he will see that he said that the date of the lease was shown 
on them. I thought he did. 

Mr. Repwine. I thought so, too. 

A. I did not say it showed the date of the lease. 


By Mr. Hannetr: 

QQ. You stated that management has never authorized a requisition 
of excess acreage between report dates. What level of management 
is that; top management ? 

A. Top management. 

Senator Anperson. Top management? 

A. Yes, sir. 

Q. By that you would mean the board of directors of the company ? 

A. That would be our executive committee or the exploration com- 
mittee. 


By Senator ANDERSON: 


Q. Or the president or vice president ? 

A. The president is a member of that. 

Q. You mean separate? The president has never authorized any 
program ? 

A. No; he has not. 

Senator Anperson. Is that what you wanted to get? 

Mr. Hannetr. Yes. He talks with the executive committee. 

By Mr. Hannerr: 

Q. Is that the executive committee of the company ? 

A. Of the company. 

Q. Is that the one that declares the policy of the company ? 

A. That is right. 

Senator Anperson. What does the board of directors do? 

A. Well, the executive committee is under the board of directors, 
but the board of directors meets, as I understand, only occasionally, 
and most of the business is carried by the executive committee. 

A departmental regulation, however, assumes to make options on 
lease applications also chargeable to the optionee. We consider the 
regulation invalid. The granting of a lease is purely discretionary 
with the department. Hence until the lease is adjudicated and issued, 
the lessee has nothing to sell and the option conveys nothing until the 
lease issues. However, as a matter of conservatism, we set up our 
books to conform to the regulation, rather than attac k it, and so kept 
our books and reported options on leases and lease applications i in one 
classification. 

By Senator ANDERSON: 

Q. _ say that the department has a regulation? 

A. Yes, 

Q. You say you regard that as invalid? 

A. Yes. 

. Your only remedy is to attack the regulation. You live up to 
it as ‘long as it exists completely ? 

A. Here is—— 

Q. (Interrupting.) I want you to answer me in language I will 
understand. 

A. We have attempted to. 
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Q. You do live up to it, regardless of whether you think it is invalid 
or not? 

A. This will show you. 

Q. This is a “yes” or “no” answer. The Department has a regu- 
lation. It says that options must be on lease applications, also charge- 
— to = 100,000 acres that is its decision ? 

ake 

Q. Foe accept that; do you not? 

A. We have attempted to set our records up in accordance with it; 
yes, sir. 

ote You acept that, do you, if they say it shall be chargeable to 
the—— 

A. I don’t accept the validity of the regulation. We did not attack. 

Q. If the Department makes it, you either live up to it or you 
attack it, do youf I have always understood that you had to, in a 
country that is run by laws. 

A. Well, you either attack it, or else you submit yourself, by a local 
violation of it, submit yourself to a judicial decision as to whether the 
thing is valid. 

QQ. As I understand you now to say, that if you don’t like the regu- 
lation you go ahead and violate it until you have a discussion of it. 
You do not mean that? 

A. I would not let the company do that. 

Q. If you wouldn’t let it do it, would anybody else let is do it? 

A. We have not attacked the regulation. 

Q. I don’t believe you have quite given me an answer. The law says 
that you should do things in a certain fashion, then the Department 
of the Interior says that for purposes of carrying out this law, in 
order to have option, any option you have on application shall be 
charged against your 100,000 acres ‘just the same as an option on the 
lease. You run your business in accordance with that regulation; 
don’t you? 

A. Yes. 

Q. Do you violate it at all? 

A. Yes, we try to run our business in accordance with the regulation. 

QQ. Do you violate it at all? 

A. I will tell you about it later. 

Q. Do you violate it? You either do or you don’t. 

A. There have been cases when, according to the regulation we have 
exceeded the acreage regulation. 

Q. Then you have been in violation of the Department of the In- 
terior in the holding of land ? 

A. Yes, sir. 

Q. Thank you. That’s one of the purposes of the hearing is to find 
out whether the oil companies are in violation. 

A. On this basis there have been a few instances, some 4 to 9 years 
ago, when our options or leases and lease applications combined have 
exceeded the limit between report dates, but, on the discovery thereof, 
the management of its own volition immediately caused the supposed 
overage to be corrected. Several of these situations arose in Wyoming 
and New Mexico, and were caused by the activities of two unfaithful 
Jandmen, who it was alleged, were seeking to make private profits out 
of company transactions. The company filed suits against these per- 
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sons. It appears that there may have been one instance in 1948, con- 
cerning which I have no personal recollection in which the Wyoming 
division office apparently permitted our option holding to build up to 
295,000 acres. 

Q. What was the limitation at that time? 

A. 100,000. When this situation came to the attention of manage- 
ment immediate steps were taken to dispose of sufficient options to 
bring our holdings within the 100,000 limit. These situations all 
occurred prior to the 1954 amendment to the act. That act served 
to release preexisting acreage tensions, and constituted a realistic 
approach to the situation. My observation has been that this act 
operates well in practice, and this company at least has since been 
free from acreage problems. 

Q. When they found they had 295,000 acres, did they bring it back 
to 100,000 in 30 days? 

A. Well, I don’t know just when they found it. I didn’t find out 
anything about this until about a day or so ago, so I am not in position 
to testify in detail. 

Q. Are they back to 100,000 acres now ? 

A. Yes, sir, they came back within, well, the whole excess and the 
cutback was within the space of 6 months. I don’t know how much 
it was. It was brought back right away. We filed—— 

@ (interrupting). Who can testify ? 

A. They brought some people down here. 

Mr. Martone. We have available, the record of the executive com- 
mittee which authorized and discloses the cancellation of option to 
bring itdown. Mr. Smith will testify to that. 

Senator Anprerson. Go ahead. 

A. Considering the magnitude of our operations, and the many 
persons through whom we act in acquiring leases, and considering 
also that we have operated on Federal lands for a quarter of a century 
in from 10 to 16 States, we think our acreage limitation record 
exemplary. ' 

Often an expiration of an option we have negotiated with the 
optioner and secured a new option. Our law department advised 
that it was lawful to take these options. It is our construction, and 
I believe the construction of the industry, that nonrenewable does 
not mean that a second option cannot be taken, but merely that the 
option shall not grant an optionee the unilateral right to renew it 
without the consent of the other party. In the first seven or eight 
semiannual option reports, we made it clear to the Department that 
this was our construction of the word “nonrenewable,” and the De- 
partment took no exception thereto. In addition, in 1950 the Bureau 
of Land Management held that on expiration of an option no objec- 
tion was seen to taking a new option for an independent consideration 
or if the optionee was otherwise qualified to take it, that is, if his 
holdings did not exceed 100,000 acres. There has been no contrary 
decision either by the Department or by a court. The company has 
acted in good faith in this matter, relying on our attorney’s opinion 
and on the departmental decision, and if our construction is erroneous, 
it is due to an ambiguity in the law, which Congress ought to clarify. 





ACREAGE LIMITATIONS 41 


By Mr. Hannert: 


Q. I have another question at this point. When you reduce acreage, 
do you transfer that acreage to a subsidiary company with the 
understanding that it is to be transferred back to you ¢ 

A. No, sir. 

Q. Do you transfer it to brokers to be held by them for a period 
of the reporting period, and then it comes back to the Stanolind with 
the understanding that it is to be transferred back to Stanolind, or 
they are under the control of Stanolind so that Stanolind lends a 
nominee to whom that acreage is to be transferred, that they will 
comply with Stanolind’s request ? 

A. There is no such understanding that I know of, never has been 
in any case. 

Senator Anperson. What do youdo? What did you do, specifically 
with this 295,000 acres ? 

A. We released it. 

Senator Anperson. When you found you were over, did you cancel 
off the option ? 

A. Yes, sir. 

Q. And say, “We'll get back to 100,000 acres”’? 

A. Yes. 

Q. And you say you retain no interest in that acreage from that 
time on ? 

A. No. 

Mr. Hannerr. You have never picked up that acreage again? 

A. Sir, I can’t say that because I don’t know what the acreage was. 

Q. Mr. Smith will be here, so he can testify in that regard ? 

A. Yes, he is here. 

Senator Anperson. Go ahead. 

Q. You say on the first page your name is Ken Whitford and you 
are an attorney for Stanolind Oil Co.? 

A. Yes. 

Q. Do I understand that some other attorney advises you this is 
all right? 

A. That has been very largely my opinion. We have a general 
counsel. We have a general counsel, general attorney over me. 

Q. He is here today, isn’t he? 

A. No. 

Mr. Mavone. The general counsel is not here, he is ill. 

A. The general attorney. 

Q. I was only trying to find out whoever did this in the law depart- 
ment advised it was lawful to secure renewal of a nonrenewable 
option, gave you some law or opinion behind it? 

A. I rendered that opinion myself. 

Q. All right. 

A. I think I may have, I am not certain of it, I think I may have 
taken it up with the then general counsel. 

Mr. Hannert. Was that prior to or subsequent to Judge Hatch’s 
opinion in the Heath case? 

A. Prior to. 

Q. Have you changed your mind as to what Judge Hatch said as 
a member of the Senate committee, that helped to write the law? 
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A. No; I have not changed my opinion. However, that opinion 
makes the matter a little more ambiguous than it was before. No 
question about that. I haven’t changed my opinion. 

- Q. rows require a decision by the Supreme Court of the United 
tates ¢ 

A. Well, I would require a decision by some court. 

Q. If you had seen the language of the hearings, if you had seen 
the debate on the floor, if you = seen all those things and they indi- 
cated that nonrenewable would mean not renewable, would that 
change your opinion / 

A. No; I don’t think I would because I don’t think those things 
showed that. 

Q. I didn’t go to that question. I am trying to find out how you 
could be persuaded to believe that nonrenewable did not mean renewal. 
If you saw the legislative history and it indicated that 

A. I would be persuaded under these conditions, by any decision 
by a court or by any decision by the Department of the Interior. 
This hasn’t been a decision. 

Q. No; I know it hasn’t. Well, we have many discussions about 
legislative history. 

A. Yes. 


By Mr. Hannerr: 


Q. This would have been a decision in this case if it hadn’t been 
settled out of court. 

A. I presume it would have been. We would have appealed the 
case and I think we would have reversed it on the facts. 

Q. But you weren’t persuaded by that opinion? 

A. No; I was not. I was not. 

Senator Anperson. Go ahead. 

A. One of the reasons for taking options is to explore the possibili- 
ties of unitization. The department encourages wildcat unitization. 
Since unitization must be confined to a field where there is interdrain- 
age and where competitive drilling and production will cause waste, a 
unitized area must necessarily be of a geologic structure. 

Mr. Repwine. Going back to this renewal option, about the middle 
of the paragraph you say— 


In 1950 the Bureau of Land Management held that on expiration of an option 
no objection was seen to taking a new option for an independent considera- 
tion * * & 


Will you furnish the committee with a copy of that decision ? 
A. Yes. 

(The material requested was not received at the time the hearings 
were printed.) 

Senator Anperson. That is the one you mentioned? 

A. That is the case you have Mulecreek and Walter Armstrong, 
decided in 1950. I don’t remember the exact date. Of course, since 
that time we relied on that decision. 


By Mr. Hannett: 


Q. But there was a contrary opinion rendered by Judge Hatch in 
the Heath case; isn’t that correct ? 

A. That is right. 

Q. You stated here there was no contrary decision. 
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A. That is not a decision. That is not a decision. 

Senator Anperson. It didn’t get published. 

Mr. Hannerr. It was an aaa court opinion. 

A. Hence expensive geological or geophysical work must be con- 
ducted in a large area to find out whether there is any suitable struc- 
ture at any point therein. A party cannot incur this expense without 
having a sufficient number of options or leases to justify this expense. 
Otherwise speculators would follow the geophysical party and tie up 
all the acreage. If a suitable structure is found, negotiations must 
take place between all parties having interest in the area and the 
Government to define the area to be unitized, to agree to join the pro- 
posed unit, and agree on the terms of the contract. This also involves 
substantial costs. Often a party has to delay the geophysical work 
for want of sufficient options and leases. Also the geophysical work 
is often inconclusive and several kinds must be performed. Then 
there is often protracted delay in haggling over the terms of the unit 
agreement and particularly the unit operating agreement. These con- 
siderations often make it impossible to conclude a unit agreement 
within the allowed term of an option, and it is necessary to secure new 
options so as to hold the acreage together to be able to form the unit 
and accomplish the conservation purposes of the Leasing Act. 

Q. Mr. Whitford, then the primary purpose, or one of the purposes 
of holding the new options is to work out these unit agreements; is 
that it? 

A. That is very largely, I think, a purpose of options; yes. The geo- 
physical work is a preliminary incident thereto and a necessary inci- 
dent. So it is perfectly lawful to unitize, and effort in that direction 
is in no sense an evasion of the law. While acreage exemption is a 
powerful inducement, it is not the sole reason for uritization. Our 
company policy is in favor of unitization for conservation. We have 
a unitization section devoted solely to that purpose. The great ma- 
jority of the man-hour effort of that section is devoted to unitization 
in the midcontinent area where there is no Federal acreage and no 
acreage limitation, and no monopoly. 


OPINIONS FROM INVITEES 


It Sogn happens that an oil operator desires to take options 


for the above purpose on certain lands and finds that the land is open 
Government land, not covered by any lease or lease application, and 
further that there is no provision of law whereby he can acquire an op- 
tion from the Government. True, he can obtain a lease, but at this 
stage he does not want a lease, only an option. His only recourse in 
such a case is to invite someone else to apply for a lease and grant him 
an option thereon. Our law department has authorized the taking of 
options from invitees under these conditions—— 

Q. Does that come from an opinion by Mr. Whitford ? 

A. Yes. 

Q. Or is that generally from the law department? 

A. I have specialized in this work. 

Senator Anperson. You differentiate between 

A. (Interrupting). I am not sure, I think I consulted our general 
counsel on that too before I issued this opinion before I gave it out. 
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Senator AnpErson. Wait a minute, you say the applicant for lease 
must pay the initial filing fee and rental. Is that initial rental or all 
rental ¢ 

A. Initial rental. 

Senator Anperson. It is a 5-year lease? 

A. Initial rental. 

Senator ANpEerson. What happens in the next 9 years? 

A. Our option requires that if any rentals before being due during 
the option period and before it is exercized, this company must either 
pay the rentals or give up the option. 

Mr. Repwrng. Is that in all cases? 

A. That is in all cases. Yes, sir. I think that is uniform. But 
the initial filing fee, he must pay the rental and filing fee. The con- 
sideration that we pay for the option must be in fact consideration 
for the option, and must be so set up on our books. 


By Mr. Hannerr: 

Q. It has become apparent that certain options are secured in an 
area that is rather a warm area for oil and gas companies, and the 
prices of options from the ordinary applicant run 5 or 10 or 15 dollars 
per acre and that 10 cents an acre was paid to many people for options, 
and in that instance then you set up the 10 cents an acre on your books, 
as the cost of the purchase of the option, is that right ? 

A. No. Wedonot. We paid anywhere from 35 to 60 cents an acre 
for the option. 

Q. The 25 cents was to reimburse the option or for his original filing 
fee and first year’s rental. 

Senator Anperson. First year’s rental, 25 cents? 

A. We paid him an amount of money calculated to—we had to pay 
him an amount of money calculated to yield a profit over the cost of 
his filing and everything else. 

Q. Ten cents an aaa 

A. Yes. 

Senator Anperson. Twenty-five cents was rental, we can agree on 
that. Do you know of any bargain rate? 

A. No, sir. 

Senator Anprrson. Then the 25 cents or whatever it was, was for a 
first-year rental ? 

A. It was to reimburse him. 

Senator AnpErson. Do we have to quibble about a thing like that ? 
Don’t you know it is 25 cents? 

A. Yes, it is 25 cents. 

Senator Anperson. Why do we argue about it then? Then 10 cents 
remained ; part of that was his filing fee, wasn’t it ? 

A. Yes, a little bit of that was. 

Senator Anprrson. So he actually got a few pennies an acre? 

A. No, not a few pennies. 

Q. In all instances when that was done, it was the invitee paid the 10 
cents or thereabouts over and above the rental cost ? 

A. That is right. 

Q. Yet you knew in the same area when you went on the open market 
to buy the options, they may cost you 5 to 10 dollars? 

A. I don’t know what they cost. I suppose there are cases where 
they would. 
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Q. But the prevailing market value was much in excess of 10 cents 
an acre? 

A. Might have been. 

Q. What? 

A. Might have been. 

Q. Why were you able to persuade this invitee to take only 10 cents 
an acre? 

A. We furnished the invitee a good many more considerations of 
that. 

Q. Oh, you furnished, then I take it, that you furnished the steno- 
graphic help to fill out the application and the area ? 

A. We furnished the free services of our geologist in locating an 
area where it would be advantageous for him to locate his lease. We 
furnished the record location. 

Senator ANpERson. You picked out the land, in other words? 

A. Yes; we furnished the preparation and those things. Now, 
when the man applies for his own lease, he has to furnish his own 
geological work, his own legal, his own traveling expenses, his own 
stenographic help, his own filing fees, and his own rentals. He doesn’t 
know whether he will be able to market for a profit at all. 

Q. But in this instance when an invitee is used he is just your agent 
to hold that acreage for 10 cents an acre and deliver it to Stanolind 
whenever they want it under their option; is that right? 

A. No, sir. 

Q. Well, what capacity is he holding 

A. He is the owner of the lease. 

Q. Is it true that in the first instance a Stanolind man approaches 
an invitee and says, now look, we want you to file applications on an 
oil and gas lease in this area ? 

A. Yes, sir. 

Q. We will provide you with the description, but it’s with the 
understanding that you are going to give us an option; isn’t that 
correct ? 

A. I don’t know what our men say to the invitees. 

Q. You don’t know who can testify as to what they say to the 
invitees ? 

Mr. Martone. We have witnesses who work in the field who would 
be in a position to testify. 

Mr. Hannetr. Do you have the names of the witnesses ? 

A. We, of course, expect when we ask them they will give us an 
option. 

Q. You wouldn’t furnish them with the geological and geophysical 
information and the description of land if you weren’t pretty sure 
that it was going to come to you? 

A. Pretty sure we’d get an option on it. 

Q. You would know you were going to get an option or you would 
never do it? 

A. That is all we wanted, an option and not a lease. 

Senator Anperson. I hope we don’t get into some fast questions and 
answers that the reporter doesn’t get a chance to hear. I regard as 
significant where we picked out the land on which we want the option. 
It was a little interruption, I want to be sure that she got the whole 
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answer and I think that is the process, it has to be the process. You 
wouldn’t spend your time on geological work if it wasn’t the process. 

A. When we go out and find an area and we find the geology such 
we want to get land. If it is already covered by an option aetiie 
covered by a lease, we want an assignment of that lease, if it is patented 
land we want a lease on it because of the geology, if it happens to be 
on that public domain and no application on it, we still want an option 
on that land. 

Senator Anperson. You call this man to whom you go the invitee 
because—— 

A. (Interrupting.) Because we invite him to take a lease. 

Senator ANpgeRson. You invite him to take a lease? 

A. The company must not in any sense put up the applicant’s filing 
fees and rentals for him. Of course the consideration that we pay 
must necessarily be an amount sufficient to yield him an immediate cash 
profit above all expenses on the transaction—otherwise no business- 
man would make such a deal. 

Mr. Repwine. May I suggest that it is noontime and we take a recess 
at this time? 

Senator Anprrson. I agree with that. We will recess until 1:30. 

(Whereupon the Committee recessed until 1: 30 p. m. same day.) 


AFTER RECESS 


Senator Anprerson. Mr. Kelly, we are happy to have you here and 
we have your statement with reference to the development of our public 
lands and items of that nature. Mr. John Kelly, of Roswell, N. Mex., 
will now make a statement. 


STATEMENT OF JOHN KELLY, ROSWELL, N. MEX. 


Mr. Ketziy. Mr. Chairman, thank you very much. While I realize 
that the main topic of this investigation concerns the leasing of the 
public domain, I believe that the committee should consider the de- 
velopment of the public domain. Our national security depends upon 
the development of our oil and gas resources, under the control of our 
own Government. One of the outstanding areas for increasing our 
present production and for future development of petroleum is of 
course the public land in the United States, provided that the proper 
incentives are granted the producers and they are allowed to properly 
develop these lands. 

The full and proper development of our public domain is of very 
great importance to the Nation as a whole and particularly to the 
States and areas in which the public lands are located. 

The use and administration of the vast areas of our public domain 
that have come into the possession of the Federal Government of the 
United States through purchase or treaties with foreign governments 
and the acceptance of territories into our Union as States, has been 
the subject of much debate throughout our history. 

Past experience in the exploration and development of the public 
lands shows that underneath the surface of this domain there yet re- 
mains very great reserves of vitally important natural resources. This 
domain constitutes a source of metal and mineral supplies that will 
be important to the future development of our Nation and the develop- 
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ment of the respective States in which these lands are located. Yet, 
to realize the benefits of these resources there must be an incentive to 
individuals to undertake the necessary exploration and development 
activity. 

Much of the public domain has been explored in the search for oil 
and natural gas but vast areas remain untouched. Some is already 
producing under regulations of Federal agencies established by the 
legislative provisions of Congress. 

Continuation of this search for and the production of these natural 
resources will depend to a very great extent on the policy of our Gov- 
ernment with respect to the public lands and the maintenance of a 
proper economic climate to encourage further development. 

Oil and natural gas may be found only through exploratory efforts 
beneath the surface of the earth where accumulations are not readily 
determined from surface indications. Although great progress has 
been made in development of techniques for finding and developing 
oil, the fact yet remains that much of our petroleum reserves will be 
found only as a result of drilling operations. To encourage these 
operations, the explorers for and producers of these products must 
have an incentive that assures to them a market for the product they 
find commensurate with the effort expended and the investments made. 

In the early part of the present century, a great deal of effort was 
made to persuade the Federal Government that public lands should be 
withheld from development until some future time and emergency 
would justify this development. 

In 1929, the Secretary of the Interior, in response to a program 
advocated by some with regard to our public lands, withdrew parts to 
our public domain from further development and, in general, dis- 
couraged further activities. 

At a later date, when Congress provided for a further development 
of the public lands, a great deal of oil and gas was discovered in our 
public domain. There is every reason to believe that there yet exists 
great areas of possible production awaiting development. 

The continued development of oil in the United States is sustained 
largely from the returns received from products produced and sold 
in the market place. Therefore, if we are to encourage the develop- 
ment of our public domain we should provide, first, an assured market 
for the products produced. and, second, a price for these products 
sufficient to encourage a continuation of these activities. 

The history of the domestic oil industry shows that about 60 cents of 
every dollar received by the producer is reinvested in exploratory and 
development activity. In other words, the extent of exploration and 
development of new oil reserves is in direct relationship to the gross 
income to the oil-producing industry. If that income is reduced for 
any cause, the result is a lessening of exploration and development. 
As imports absorb a larger and larger share of the domestic market, 
the ability of the domestic industry to explore for and develop new 
reserves is lessened to a greater and greater extent. 

Since one of the greatest potential areas within the United States 
for future development of petroleum reserves is that composed of 
the Rocky Mountain States wherein a tremendous portion of the 
public lands are located, development of oil resources in this area is 
important to the Nation. The history of oil development in the 
Rocky Mountain States since World War IT indicates the great future 
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ahead in this area if the normal incentives for oil exploration are 
maintained. 

The records of the Bureau of Land Management show the total re- 
ceipts from rentals and royalties under the Mineral Leasing Act of 
1920 have increased from approximately $10 million in 1946 to almost 
$60 million in 1955. Most of this is from oil and gas alone. If this 
trend in leasing activity and development of oil production is con- 
tinued, it is obvious that the economy of the Rocky Mountain States 
will be greatly enhanced and that the Nation as a whole will benefit 
from the addition of new reserves of petroleum. 

The ruggedness of the topography of the Rocky Mountain area and 
the remoteness of this area from supplies that are required in explora- 
tion and development activities, together with climatic conditions, 
make this area one of the most hazardous and costly. As a result, oil 
operations in the area will most likely be adversely affected before 
that of other areas wherein explorational costs and risks are not so 
great. As imports absorb an increasing share of the domestic market 
and thereby reduce the funds with which the oil-producing industry 
has available to reinvest in exploration and development, the Rocky 
Mountain area will suffer from a decline in activity or tapering off of 
expansion programs. 

To illustrate the importance of oil and gas activity to the Rocky 
Mountain States, one need only look at the acreage of the public lands 
now under mineral lease. Oil and gas leases alone on the public lands 
totaled more than 73 million acres as of June 30, 1955. In New Mex- 
ico over 814 million acres were leased. In Wyoming the leased acre- 
age was almost 21 million; Utah over 1214 million; in Montana almost 
8 million; in Colorado more than 7 million; and in Nevada more than 
6 million. 

The search for and development of oil and natural gas has provided 
vast benefits to the Rocky Mountain States, to the local communities, 
and to the general economy of the area. Even before oil or gas is 
found, the leasing and other exploratory activities bring a great boost 
to the economy of the areas concerned. For example, in New Mexico 
alone the total value of crude oil and natural gas in 1955 was almost 
$300 million. In the State, 19 percent of the total land area was 
productive or leased. Of the total value of all minerals produced in 
the State, petroleum constituted almost 68 percent. The number of 
employees engaged in crude oil and natural gas production during the 
year 1955 was 8,300. 

In addition to the vast oil reserves and potential prospects for 
additional reserves of petroleum and natural gas, the Rocky Mountain 
area is fortunate in having tremendous reserves of oil shale. These 
reserves of oil shale are a source of liquid petroleum products, if and 
when they may be needed. Technology has already been perfected 
through which these oil shales can be converted to liquid petroleum. 
The only present hindrance to their usage is current economics, It is 
still cheaper to produce petroleum products from natural crude oil 
than from oil shale. If the time should come when our petroleum 
reserves are depleted or if the cost of converting oil shales into liquid 
petroleum product is reduced, this great natural resource in the 
Rocky Mountain States could provide the Nation with fuel require- 
ments for many decades. Excessive imports of foreign oil, however, 
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can retard the development of oil shales just as it does the develop- 
ment of petroleum. 

At present, foreign oil in great quantities is available for importa- 
tion into our markets at prices far below the present cost of finding 
and developing oil in the United States. Unless the importation of 
oil is restrained, the market outlet for oil produced in the United 
States will be reduced in volume. It would, therefore, seem to be 
of interest to the Federal Government, as trustee of the public do- 
main, as well as all States where public lands are located, to concern 
themselves with proper limits on the importation of oil, to the end 
that further development of our public domain will be encouraged. 

Senator Anperson. How long do you want to stay in session this 
afternoon, 5 o’clock or 4: 30% Let's say we will quit about 5 o’clock. 
Tomorrow morning we will start about 9:30, but we will do about 
the same, except if there are any people who have to get away and 
it is agreeable with you, we will hold a night session tomorrow night 
if we are able to take care of it stenographically. 

Is there anybody who is particularly anxious to get away? I think 
they ought to communicate that fact to Mr. Redwine and Mr. Han- 
nett and. give us a chance to accommodate you. 


By Mr. Hannetr: 
Q. Mr. Whitford, I have one of your option reports from your New 
Mexico acreage, June 30, 1947. 





STATEMENT OF KENT S. WHITFORD—Resumed 


A. Yes. 

Q. And I made some marks on it. With the exception of 14 
names on that option report covering approximately 17,000 acres, all 
of the other people on the option report are relatives of employees of 
Stanolind Oil & Gas Co.; isn’t that correct ? 

A. I can’t tell you exactly, but quite a few of the people are options 
taken by relatives of Stanolind Oil & Gas Co. 

(. These are option reports of yours for June 30, 1947; is that 
right? 

A. Yes; that is an option report for June 30, 1947. Well, it pur- 
ports to be. I have no reason to know that it isnot. I haven’t checked 
it, of course. 

Mr. Repwrne. I will certify that that is a copy received by the 
committee from the Department of the Interior and is a true copy of 
the Stanolind report for the date that appears on the report. 

By Mr. Hannetr: 

(J. Your total net acreage, option acreage, was 98,885.84 acres as 
of that date? 

A. That is right. 

Q. I have one more question. Excuse me. You mentioned this 
morning, Mr. Whitford, in your examination, that you had it brought 
to your attention recently that there was an overacreage chargeable 
in W yoming of aproximately 295,000 acres; it was also brought to 
your attention, wasn’t it, that there was ov eracreage in New Mexico? 

A. When? 


Q. Approximately the same time you learned—— 
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A. I didn’t learn about this one until about 11 days ago. But I 
did know about the ones in New Mexico; yes. 

. Do you have any copies of documents or anything like that 
which you can produce for the committee which show the overacreage 
in New Mexico? 

A. Ido not have any documents, of course, here. 

Q. Will vou produce that for us ? 

A. There are some in the Tulsa office, I think. 

Q. Will you see that we are provided with that? 

A. All right. 

(The material referred to is a part of the committee files and is 
reflected in the appendix.) 

Mr. Matone. To be sure that I understand the request; it is for 
the instruments available in the Tulsa office which show an overacre- 
age in New Mexico between the reporting dates in 1947; is that it? 

Senator Anprerson. Well, overacreage throughout the periods of 
time since reporting was required, 1947 through date; about 10 years 
of reports. It would include 1947 and 1948, 1949. From the list I have, 
1950, and so forth. You are on page 8? 

Mr. Wurrrorp. Yes. We must pay an additional cash considera- 
tion in the event we exercise the option, so that we cannot be deemed to 
have bought and paid for the lease on the option date. 

Aside from the amount of consideration paid, this transaction is 
no different from our other option transactions. The form of option 
contract is in both cases the same. Our option does not grant us a 
single right that the Government grants its lessee in and by the Gov- 
ernment lease, and we do not under the option assume a single obliga- 
tion of the Government lease—that is, until we exercise the option and 
acquire the lease. 

By Senator ANDERSON : 

Q. That applies to the initial paid rental? 

A. We either pay subsequent rentals or must release the option 
during the option period. 

Q. If you are paying this 35 cents, it was 10 cents for whatever he 
did and 5 cents for his first rental fee, and you paid all rentals directly 
thereafter ? 

A. We paid the rental thereafter, during the time of the option, if we 
kept the option. 

Therefore the option is ours, but the lease remains distinctly the 
property of the optionee. He can do with it as he sees fit, subject, 
bowever, to our option. 

I perhaps should make one exception, the right to geophysical and 
geological work. 

By Mr. Hannert: 

Q. Did you ever hear of the words “controlled option” in your 
company ¢ 

A. “Controlled option” ? 

Q. Yes. 

A. No. 

Q. “Friendly hands” ? 
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. No; we are speaking of these; we are talking about these. 

. They are “friendly hands” as used? 

+ Oe. 

. Do you control the controlled options? 

. No. We have the options. We own it. We don’t control it. 
. So you also speak of the word “soft hand”? 

A. Never heard that word except from your mouth. The only 
difference between options from invitees and options from others lies 
in the amount of consideration paid. This difference is justifiable. 
In the latter case, the lessee has to hire his geological or scouting work, 
his legal or record-examining work, or incur the expense of doing it 
himself, and the cost and fees of filing his application, and runs the 
risk of losing all of this expense if he cannot market or make some 
profitable disposition of his lease before additional rentals become 
due, or before the lease expires. Hence, when he finds an optionee, 
he must demand a consideration, including usually an overriding 
royalty, sufficient to compensate him for his risk of loss in this case 
and his loss in other cases. 

Q. What can he do when you got the option on it? You have got 
the option; you own it. 

A. Own the option; I don’t own the lease. 

Q. But he can’t do anything with the lease without your consent? 

A. He can do anything with it subject to the option. In other 
words, he can set up some kind of a deal where if you don’t exercise 
your option he may have a deal; yes, he can deal. 

(. 1 see. 

A. I want to say that that is a very real consideration. I recall a 
case—I cannot give you the specific instance, because it came to me 
as a report from another company employee—that up in Wyoming, 
about 1951, during the times that this employee was getting over- 
options, that we objected to, the company released 8 options and the 
party who held these options went out and sold the leases on those 
options for $30,000. 

And so it is for that reason that the company does not very fre- 
quently exercise its options. For various reasons there is a great 
psychological play in owning one of these leases subject to option. 

Q. It is the situation where you have these invitees—they are people 
though not engaged in the oil and gas business, and never go in a 
land office at all. They may be bank clerks, they may be secretaries 
who never go into any land office and have all the work done com- 
pletely by your company and you give them this 10 cents an acre. 

A. Sometimes the invitee whom we invite are not engaged and 
other times they are. 

Q. Isn’t it true of all these relatives of employees—not all, but a 
great many of the relatives of employees from whom you took these 
options also never went near the land office ? 

A. I can’t say that happened. 

Q. Isn’t it true, Mr. Whitford that your landmen secured applica- 
tions in blank, signed by these invitees just in blank and options signed 
in blank, say from people in Colorado, who are living there in Colo- 
rado—these applications and options were held in your local land 
office, filled in by your employee, taken up to the land office and filed 
and the options taken the same day that the lease was issued ? 
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A. There are a few cases in New Mexico, I understand, where that 

yas done. 

Q. You say just a few cases? You say just a few cases? 

A. In the case of just a few parties. Some of these parties had 
a good many options. 

Q. You always used brokers for that very purpose and supplied the 
money for them to go in there and file applications and then took 
options from them, didn’t you? 

A. We use brokers. We do that a great deal more than any other 
way. We ask brokers to go out in an area and secure leases for us. 
These brokers make the lease applications and secure options for us. 
In some cases the brokers themselves have filed the applications for 
the leases themselves and have given us the option for the same con- 
sideration that we have given any other person. 

Q. But you employ pai for that specific purpose, to go in there 
for you to get these leases; don’t you ? 

A. These brokers are sent out there to get leases. 

Q. And it is with the understanding that these brokers are going 
to deliver to you an option as soon as a get their application filed / 

A. That is right. 

Q. And you see that the money is put up for that option? 

A. No, sir; they put it up themselves, then we pay for the option. 

Q. And you pay for it in the same fashion that you reimburse 
them for the rental, give them 10 cents an acre; is that right? 

A. In the main; yes. I think maybe they get a little more consid- 
eration. I am not certain. 

On the other hand, when we invite a person to file, we furnish the 
expert geological opinion as to location, the record examination, and 


our landman may even attend to the details of filing. All the party 

must do is to sign the papers and advance the fees, with an assurance 

of an immediate cash profit on Signing the option, and another cash 
e 


profit if the option is exercised. also has the possibility of dealing 
his lease to others if the option is not exercised. Hence we justifiably 
pay less money and no royalty. But it is a good business deal for the 
invitee. 

Q. Justa moment. Who is E. F. Murray? 

A. Well, Mr. E. F. Murray engages, I think in, in certain respects 
as an oil broker. 

Q. He was a former employee of Stanolind ? 

A. Yes, 

Q. And you hold considerable acreage in his name; isn’t that 
right ? 

A. He has leases or application for leases ; yes. 

Q. When did his employment terminate with Stanolind ? 

A. I don’t remember exactly, 2 or 3 years ago, a year ago, 2 or 3. 
I don’t remember. 

Q. And his wife also holds considerable acreage for Stanolind 
under this option arrangement that you testified to? 

A. I believe I have seen her name on some leases and applications; 
yes. 

2. = you use many ex-employees to do this? 

. No. 

Senator ANprRson. Would there be any advantage in the Govern- 
ment supplying the options and so hold them and see what the circum- 
stances were? 
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A. Well, it might. Of course if it did that, it would entail a tre- 
mendous increase of business in the department. 

Hence where we have any choice of optionee, we seek a friendly 
person on whose integrity we can count. Also it is obvious that the 
lessee must take a lease acreage charge for the land in his lease. Now 
we cannot invite any party actively engaged in the oil business in the 
State, because he would not want to apply for a large number of 
leases and exhaust his allowable acreage and then tie it up with options 
to Stanolind, and thus be unable to apply for any additional leases, 
and so be out of business for 3 years. 

Hence it works out that we sometimes choose persons not familiar 
with the oil business at all. 

E. (Employees as invitees.) It has not been our policy or practice 
to invite company employees to make these applications. 

E. (Relatives.) It developed that in the New Mexico district one 
of our district landmen invited his relatives and the relatives of other 
employees to make these applications, that they did not have a proper 
understanding of their legal rights and relationship—— 

Senator Anperson. But the Government says you can have 100,000 
acres. How can it enforce it if it doesn’t know what he has got? 

Kent S. Wurrrorp. We file our option reports every 6 months and 
they can see what we have. Now they thought they would do that 
rather than encumber, I suppose, the record of the local land office. 
Where there are a large number of options there is a tremendous 
amount of details and business. 

Senator Anperson. Don’t you have to list them all any how? 

A. Correct, the leases, yes, sir; and all the options by name, but 


we do not file the option contract with the Government. And for the 
reasons stated, do not record it on the county records, so we expose 
ourselves to danger that an optioner might sell the lease to a bona fide 
purchaser without notice and we would have no option. These reports 
are a true reflection of our lease acreage at the time they are filed. 


By Mr. Hannerr: 

Q. These reports you talked about are the same? 

A. Yes, 

(). Absolutely a true reflection, you are certain ? 

A. Yes, Wait a moment, the option reports are true reflections 
of our options. 

Q. Yes. That was the intention of my question. 

A. We try to file, too, through the report clerk very carefully. 

Q. Have you ever transferred any leases to Argo Oil Co. for 
periods, reporting periods and then picked them up again? 

A. We have assigned a group of Argo Oil Corp., I think in Decem- 
ber 1947, I-happened to run that section down through the option 
reports and the Argo Oil Corp. held our options to date of termina- 
tion when they suffered them to expire. Some 8 or 11 months after 
these options expired, we acquired new options. 

Q. Does Standard Oil of Indiana own any stock in Argo Oil Co. ? 

A. Not to my knowledge. 

Q. Does Standard Oil of Indiana own any stock of the Utah Oil 
Refining Co, ? 

A. Yes, sir. 

Q. Is the Utah Oil Refining Co. a subsidiary of Standard of 
Indiana ? 
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A. The Standard Oil Company of Indiana, ee my under- 
Oil Refining 


standing owns about 72.6 percent of the stock of the Uta 
Co. 

Q. Does it have the controlling interest in this? 

A. Yes. According to my understanding. 

Senator Anprerson. Does it have any connection with the Stanolind 
Oil & Gas Co. ? 

A. No; not to my knowledge. 


By Mr. Hannert: 

Q. It has connection between Stanolind and Standard Oil of 
Indiana ¢ 

A. Standard of Indiana owns all the stock. 

Q. Wholly owned subsidiary ? 

A. Except possibly the directors’ shares. 

Q. Are they all qualified shares ? 

A. Yes. 

Q. Is Mr. B. F. Pryer, president of Standard Oil of Indiana, still 
one of the directors of Stanolind ? 

A. Really, Iam not certain, I think he is, but I am not sure about it. 

Q. Has he not or has he been chairman of the board of directors 
of Stanolind since he went with Standard of Indiana? 

A. I don’t know that. 

Senator Anprerson. Aren’t you the attorney for Stanolind ? 

A. Yes. 

Senator ANnpERson. You don’t know who the board of directors are? 

A. No, I don’t think I do. 

Senator AnpErson. Somebody has been sleeping on the switch; 
I will tell you, we will try to find out and let you know. 

A. All right. 

Mr. Matone. I think for the sake of the record, we should insert 
Mr. Pryer’s correct name, it should be F. O. Pryer, P-r-y-e-r. 

Senator Anprrson. Have you been with Dr. Wilson by any chance? 

A. He is on the board in Indiana. I know him very well. 

Senator Anverson. Is Al Peck still connected with the company ? 

A. Retired. 

Senator Anprerson. Do you know Al Peck? 

A. I know Al Peck very well. 

Senator AnpErson. Did you ever ask him about the board of Stano- 
lind ? 

A. No. 

Senator Anprerson. Don’t you have any curiosity as to who the 
board of directors are? 

A. No. 

Senator Anperson. How long have you been with Stanolind? 

A. Twenty-five years. 

Senator Anprerson. That man this morning testified that he had 
less curiosity, I can see that you don’t look into it out of curiosity. 

A. I don’t have anything to do with the corporation. 

Senator Anperson. I don’t know what you would call it. 

A. I am telling you the truth, I don’t know, I am not presuming 
to know. 

It developed the landman, the district landman, who was then 
the area landman in Albuquerque, and the man who is the district 
landman in Amarillo, invited their relatives and the relatives of 
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other employees to make these applications, that they did not have 
a proper understanding of their legal rights and relationship, that 
they signed applications leaving the space for land descriptions blank, 
and that the description blanks were afterward filled in by company 
employees before filing and that this landman personally advanced for 
these persons their filing fees and rentals and recovered such advances 
from them out of the option money that Stanolind afterward paid the 
applicants. We do not find that anyone in the Tulsa office knew of 
any of these practices in these few instances, and Tulsa would have 
disapproved these practices had they been known. The practice of 
inviting relatives was stopped when it came to the attention of the 
management. 
By Mr. Hannetr: 

(. Do you know Mrs. Sarah Lilly, Mr. Whitford ? 

A. I don’t know her. 

Q. Do you know Joe Lilly? 

A. No. 

Senator Anperson. Joe Lilly is a former employee of Stanolind, 
isn’t he? 

A. Well, I understand by hearsay and words of mouth Mr. Lilly 
was, or is, an employee of the company. 

By Mr. Hannetr: 

(. Then your option acreage, which was filed on for application 
was made for in 1947, the lessee is still being carried in the name of 
Sarah E. Lilly, do you know that? 

A. No, Iam not acquainted, I don’t recall that, I do recall one option 
made by another party. 

Senator Anperson. For the same owned interest, looking at this 
before you show it to anyone, identify what it is that you are show- 
ing so we can look it up later, at a later date. 

By Mr. Hannerr: 

Q. I show you the New Mexico option report for December 31, 
1955, which was secured by Mr. Redwine from the Bureau of Land 
Management in Washington. 

Senator Anperson. Mr. Redwine, you secured these documents per- 
sonally ? 

Mr. Repwine. That is correct. 

Senator Anprrson. Yourself? 

Mr. Repwine. Yes, sir, I personally secured it. 

By Mr. Hannerr: 

Q. Referring to the second page of the New Mexico report with 
pete te to the Santa Fe lease, 078902, that is carried in the Sarah 
lly, and ask you what that purports to be? 

A. It appears to be an option taken from her. 

Q. That is your 1955 option report ? 

A. Yes. 

Senator Anperson. Mr. Hannett, as you go along, for the record, 
what do you propose to prove by that ? 

Mr. Hannett. My purpose in doing this, Mr. Chairman, is to show 
that the lease was carried as far back as 1947, the same lease, and it 
consistently appears in this option report from 1947 down to date. 

Senator Anprerson. Options renewed upon options? 

Mr. Hannert. Yes, that is correct. 
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Senator Anperson. Was geophysical work done quite a while on 
that ! 

A. I don’t know the circumstances at all. 

By Mr. Hannert: 

Q. I hand you your option report for August 19, 1949, which was 
secured by Mr. Redwine as heretofore stated. 

A. May I see that other one, please? 

Senator Anperson. Might I ask just one question please, Are all 
these reports that you are dealing with, option reports, material that 
you obtained from the Department of Interior ¢ 

Mr. Repwine. Yes; all are photographic copies of reports of the 
company. 

Senator Anperson. All right. 


By Mr. Hannetr: 

Q. This is one I just made reference earlier to from your 19, that is, 
was carried in 1949, isn’t that correct, under option ? 

A. It appears to be, yes, sir. 

Q. I hand you the option report for June 30, 1951. It is carried on 
that option report, also, is it not? 

Senator Anperson. Is this the Sarah Lilly lease we are talking 
about ? 

Mr. Hannett. Sarah Lilly. 

A. The company policy is certainly against signing instruments in 
blank. Our prevalent practice is to ask a broker to go out and invite 
his friends to make the applications and grant us options, either 
directly or through the broker, and thus we get away from any busi- 
ness or persona] relationship between the applicants and any Stanolind 
employee. If any such instance may be regarded as an abuse of the 
law, it arose because of a defect in the law itself, which can be remedied 
by providing a way whereby the Government itself can grant options 
directly to an operator which will give him time to do geophysical 
work and make a unitization attempt. 

Q. What is that provision of the law? 

A. There is no provision whereby the Government itself can grant 
one directly to an operator which will give him time to do geo- 
physical work and make a unitization attempt. That is the reason 
why the invitee’s option has come up. It only authorized the taking 
of options from people who had leases or lease applications. That is 
the sole seed of this difficulty. In any abuse of this—abuses of this are 
due to that; whether you should go back and do that is another ques- 
tion. That is the situation. 

To demonstrate that Stanolind’s purpose in taking options is not 
for the purpose of evading the lease acreage limitations, it appears 
from the following tabulation that Stanolind takes numbers of options 
in States where it has little or no lease acreage charge. 


SE a eae ar 





a 


Seo S | 
S i 


BHO AY 
zsese 


| 


ACREAGE LIMITATIONS 57 


Please strike that Utah down there because that isn’t correct, the 
figures are wrong, I made a mistake in hurriedly trying to get this 
thing ready, strike that and correct Utah down below in the next 
category. 

Senator Anperson. Strike out both figures ? 

A. Right; strike out Utah. 

While it would take either a check of all individual case files, or 
consultation with district landmen who personally knew the lessees 
to determine definitely which of the lease applicants were invitees, it 
appears probable from the names appearing on the quarterly reports 
that all of the lease applicants from whom we have options in Idaho, 
Nevada, and Florida are invitees, and a large percentage of them in 
the other above listed States are also invitees. 

By Mr. Hannett: 

Q. Mr. Whitford, so I can get this right, these invitees are people 
who you asked to make applications for leases / 

A. Yes, leases. 

Q. You know before you have an option filed that they are going 
to give you an application; is that right? 

Q. You know before the application is filed the option given to 
you that you are going to give them 10 cents an acre, plus you reim- 
burse them their initial filing fee ? 

A. Where it is a benefit to give them an option service, we could 
cdo that, yes. 

Q. Cahaieiina you are not going to use that 

A. (Interrupting.) I don’t know that. 

Q. Normally that is the situation; you are not going to use some- 
body who isn’t going to give you an option ? 

A. That’s right; you are right. 

Please note that Stanolind could have taken direct leases instead 
of options on all the acreage in Idaho, Oregon, and Nevada, and could 
have taken leases on from 41,000 to 46,000 acres in the other above 
listed States without exceeding the acreage limitation if Stanolind 
had wished to obtain leases. 

Q. Now, Mr. Whitford, I would like to ask you a few questions. 
You state up here above, “To demonstrate that Stanolind’s purpose 
in taking options is not for the purpose of evading lease acreage limi- 
tations.” 

A. No; the law grants the right to take an option if you want it. 

Senator Anperson. Yes, for certain purposes. 

A. Not any more, not any more. The requirement that options be 
taken for purposes of geological work or geophysical work struck 
out the in 1954 act. 

Senator Anprerson. I want to call your attention to the fact this 
was done on the basis of representations by the Department of Interior, 
and while you seem to have a rather low opinion of legislative his- 
tory, those of us interested in making it have a somewhat, naturally, 
more exalted opinion of it, and this is the Assistant Secretary of the 
Interior, Mr. Orme Lewis testifying, and he says “As far as the options 
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are concerned, I think that they speak for themselves. Their purpose 
is exploration.” 

A. Well, that is the reason why we take options. 

Senator Anperson. In the interest of time, limiting ourselves as far 
as the time, when the term has been found to be in many instances, 
even 2 years is an unnecessarily long time, no operator, person taking 
an option need wait the entire period of time. However, if 1 month 
after the option he would like to take it up he can, and he goes on to 
tell how long it should run under this other option running for 9 years. 

A. You must realize that we have, I do not know, I do not know the 
situation of that case, I can’t tell you, you would have to get some field- 
man, businessman, or district geologist to talk about what the history 
of that case is, but in another case, I will tell you the history of the case. 
This option contract mentioned we took an option from Mr. Heath, 
and dating prior to the time when the 1946 act was passed, we thought 
we had a right to take an option, we took it with the idea of unitization, 
we thought was within the purpose of the law, that the 1946 act was 
passed and that the 1946 act validated all preexisting options on which 
geophysical work that had been performed prior to the date of the act. 
We had done some little geophysical work on that land, at that time. 
When that option became due we asked for a new option under the 
act, that is an option under the 100,000 limitation of the act, being a 
new option granted under the 1946 act, applies in a different category. 
We had paid pretty heavily to get that option, we paid something like 
$15,000 and 21% percent royalty, something like that. We are doing 
that all the time. We did one phase of geological work in that area 
and it was entirely inconclusive upon studying, sometimes taking 6 
months to study this stuff. I recall we encountered difficulty on some 
other geophysical work, and that proved inconclusive. Then I think 
we went on and did a third kind of geophysical work, as I recall and 
then that didn’t spell very much at the time. We were trying to 
unitize this land with other lands in the vicinity. 

We got together with other operators in the area and presented a 
unit agreement to the Superintendent of the United States Geological 
Survey in New Mexico, and after discussion with him, he declined to 
approve it, and he suggested we reconstruct some other basis so then 
we went back and went through the negotiations with the parties on a 
basis which we thought would meet his approval, and he approved it 
and sent it in to the Geological Survey in Washington. The Geo- 
logical Survey in Washington turned that one down and suggested to 
us that we doit another way. So after all negotiations and getting the 
parties together on an agreement, we came ‘back in and filed a third 
kind of a unit agreement that was unanimously approved, but not 
before this third option had expired, and, consequently, we exercised 
the third option and had to take lease acreage charge for it, and a 
party was resisting our exercise of it, and we came and started litiga- 
tion with respect to it. So, that shows there an extreme case, where 
it extended over a long time; sometimes, 4 or 5, or 6 years to get the 
geophysical work done and where you wish to unitize as a result of it 
to get all the parties together on a unit agreement, 2 years or 3 years 
is very often not enough time to get that done, and if you can construe 
the law so that an option may be renewed, for 2 or 3 years, so that it 
serves the needs of industry to carry out this phase of the law. 
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Q. From that, it appears the main purpose of this option then in 
renewals of options is more to secure unitization ? 

A. Well, I think, I think 

(). That was your primary purpose? 

A. I think that is the ordinary purpose, not altogether so. 

Q. I’d like to go back just a second here, it says here in the 1946 
act— 

If any interest in any lease is owned or controlled directly or indirectly, by 

means of stock or otherwise— 
that is the local phase in this act, it reads further— 
Any violation to provisions of the act the lease may be canceled, or the interest 
so owned may be forfeited, or the person so owning or controlling the interest 
may be compelled to dispose of the interest, in any appropriate proceeding 
instituted by the Attorney General. 

Now, I understand from your statement in regard to invitees, first 
of all you get brokers, for instance you get him to go to an area 
described, you want an "understanding when he gets in ‘there, you are 
going to have an option; isn’t that right ? } 

A. That is right. 

Q. In the case of invitees you get him to sign an application? 

A. Yes. 

(). In many instances your men will fill out the application, they 
will fill out the options ? 

A. That is right. 

Q. And, at that time that the application is filed, you are going to 
have the option on it; is that right? 

A. I think so. Of course, I do not deal with this; I don’t expect 
they will tie them up. We do expect to get it; yes, sir. 

Q. And you say that is not having any interest in the lease either 
directly or indirectly ? 

A. That is all we have, is an option. The other party owns the 
lease; we don’t acquire any right under the lease or assume any obli- 
gation under the lease pursuant to the option is no interest, is no 
control over the lease except that we have a right to acquire the lease 
by assignment upon the expiration and _ upon “consideration, and the 
option provisions of the leasing act authorizes us to take an option. 

Q. But it certainly ties any body else’s hands during that period of 
time, doesn’t it ? 

A. It prevents anybody else from taking option on it. It prevents 
anybody else from taking a lease on it, except subject to our option, 
unless the party sells it to a bona fide urchaser and wipes us out. 

Q. Prevents anybody else from filing that which you told that man 
to go file? 

A. Of course any lease does that. One man applies for a lease and 
gets it, why, nobody else can get a lease on that land. 

Mr. Repwixe. Mr. Chairman, quite often our committee has testi- 
mony by Lewis E. Hoffman. He is the Chairman of the Division of 
Adjudication, Bureau of Land Management; he wrote a book on Oil 
and Ore on Public Domain. It is an endorsement of the Department 
of Interior decision in connection with nonrenewable leases—— 

Senator AnpErson. The page number? 

Mr. Repwine. Page 130. As to options entered to June 1, 1946, 

“The option agreement must be limited for a period of 2 years,” of 
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course, that was changed in 1954 to 3 years. “Unless prior approval 
of the Secretary is obtained to enter into an option agreement for 
a longer period. Consequently, the Secretary is without authority to 
extend or renew options.” Unless there is prior approval by the Secre- 
tary it cannot be renewed according to Mr. Hoffman’s interpretations. 

Senator AnpERson. But you subscribe to that, do you? 

A. Not according to the departmental decision rendered, which 
was entirely contrary to that. 

Senator Anprerson. Mr. Hoffman is Chairman of the Division of 
Adjudication in the Bureau of Land Management. 

A. Yes; I know Mr. Hoffman. 

Senator Anperson. He got overruled then; would you say? 

A. That is a personal opinion. But the other is decision, was in a 
controverted case by the entire Department. 

Senator Anperson. But statements that were filed in connection 
with extension of 2 to 3 years would certainly indicate that this didn’t 
expect any renewal of option. I am trying to find out who put these 
2 things together, if you can get a renewing on any reason or exten- 
sion, 2 to 3 certainly wasn’t valid. 

A. No limit on extension that the Secretary saw fit. 

Senator ANpERsoN. Yes. 

A. As a final thing we have listed our present holdings in the 
principal States. 


Our present holdings 


Legal limit 
Stanolind’s holdings (June 30, 1956): 
Our heaviest holdings are: 


Here again we have an error in option acre change with Utah, 
prenne change that. The correct option acreage for Utah is 145,244.72. 

was in error in figuring that up, I got that from the wrong place, 
from the wrong report. e figure was wrong. 

Senator Anperson. 145—— 


A. Two forty-four seventy two. So it appears in that our heaviest 
is in Wyoming 40,900 acres of leases. Likewise in Wyoming, 158,000 
of acres of options. We have 39,000 acres, we have, in Louisiana, no 


options. Forty thousand acres in Mississippi and only 4,000 acres of 
option. New Sioien we have 31,900 acres of leases and 60,000 acres 
of options as against the limit. 

Mr. Repwine. That was of what date? 

A. That is according to our annual report, June 30, 1956. 

Q. Mr. Redwine, do you know what was done when the 1954 act 
was passed? Was the Stanolind Oil & Gas Co. given new options 
from all their previous options for a period of 8 years from that date? 

A. No, no, I can’t say that. 

Q. Well, are they taking? 

A. We take. 
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Q. Where they previously had an option, Stanolind now is taking 
3-year options when the previous option runs out ? 

A. If any previous options, for 2 years, expired after the 1954 act 
was passed, and if we desire to negotiate for a new option, we take 
anew option for the term of 3 years. 

(). And that has been done on numerous occasions ? 

A. I don’t know how many new options we have right now, I ex- 
pect you are right, but I don’t know. 

Senator ANDERSON. Somebody here knows, doesn’t he ¢ 

A. I don’t know who could develop, on such short notice, just how 
many of these options had been renewed. I am not sure, but they 
might be able to do it by comparison. 

Q. It has been approximately 2 years for the filing of the options 
since the date of the 1954 act, and your option report will reflect in 
many instances that that is done, 3-year options are now taken ? 

A. That’s right. Bear in mind that the oil and gas lessee is ac- 
corded an oil and gas lease for a term of over 5 years, and as long as 
thereafter gas is produced, without any drilling obligation, any ex- 
pressed drilling obligation upon him at all, except such drilling ob- 
ligation as may be imposed by the supervisor of the USGS. He 
is accorded the right to have a 5-year exemption to that lease, which 
is virtually automatic. All he has to show is that he has paid his 
rental and he is not in default. Upon such consideration, when a 
man obtains an oil and gas lease, he virtually has a right to hold that 
lease as long as it is fixed; he.can for 10 years, without the necessity 
of doing anything under the operating act. 

Q. Now, as a result of the 1954 act, since we have now. deleted 
the geological and geophysical exploration, you can take this 3-year 
option, is that right 

A. Oh, yes. 

Q. No geological or geophysical work has to be done ? 

A. I don’t think it had been done before. It was supposed to be 
taken for the purpose of doing it. 

Q. It is your opinion then, that you didn’t have to do it even though 
that is what the law says you had to do? 

A. The law didn’t say you had to do it for the purpose of doing it. 
A person could change his mind. 

(. In order to keep it 

Senator Anperson. Let me see if I understand you. If they give 
me a charter for the purpose of building a road, I don’t have to build 
a road, I can just keep the charter, and when you are given an option 
for the purpose of making geological or geophysical work, that is 
being used as a device, and you don’t have to do anything under it, is 
that your contention ? 

A. I don’t think it could be taken in that faith. 

Senator Anperson. I didn’t think so either. Your previous answer 
didn’t indicate that, though. 


By Mr. Hannert: 

Q. But the result now is, that the holdings, under the present law, 
that new work has to be done, and therefore, the primary purpose 
under the present law is that an oil company can hold that to get it 
into a unit and take it out of a chargeable arrangement, is that it? 
87402575 
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A. Well, they may take it for any one of a number of purposes. 
They have. 

Q. Butnormally 

A. Then, they may wish to take it merely for the purpose of geo- 
logical and geophysical work, for the purpose of better evaluating 
whether or not the lease is of sufficient value to them to justify taking 
an acreage and charging it. They have no purpose of unitization. 

Q. Stanolind’s operation normally doesn’t go into an area that 
doesn’t have geological and geophysical information on, that it war- 
rants going into that area, does it / 

A. They have some slight information, but very often, they take it 
for the purpose of wishing to go in and doing that. At other times, 
the geophysical and geological work is done for the purpose of explor- 
ing the possibility of unitizing acreage. Now, bear in mind that unit- 
ized acreage just can’t be had for the asking. The Department of 
the Interior is limited so that it may only grant the right to unitize 
acreage, and with the condition that the public interest is conserved, 
and for the purpose of conservation, it is obtained. In order to unitize 
acreage, he must have at least two or more contracting parties, and 
ordinarily, a diversity of ownership of land, and you got to make a 
geological showing to the Government, show the Government that the 
land is Ss all on one structure and no more, and that the struc- 
ture will probably have the contents of an oil and gas field, where there 
will not i interdrainage and ruination of dog eat dog competitive 


drilling, and operating under the old rule of capture, so that in the 
unitization of the land, the management cooperate effectively by unit. 
The operator will serve the conservation purpose of the act, and the 
geological survey, under my opinion, has been most meticulous in 


seeing to it that they can fully justify the conservation purpose of the 
act before they grant any right to unitize. The unitization isn’t just 
had for the mere purpose of avoiding acreage limitation. 

Senator Anperson. If you didn’t know the potential of oil sand, you 
couldn’t unitize until you found that, could you? 

A. You cannot. 

Senator Anperson. How do they know when to conserve! 

A. The Department has adopted a practice of unitizing wildcat 
structures. 

Senator Anprerson. I know that. 

A. I think 

Senator Anperson. I know they have unitized the whole Gulf 
of Mexico. 

A. They do it on a geological show, showing where structural con- 
ditions indicate that if there is oil there, it will be held in one pool, 
and no more, so that there would be interdrainage. Then, they have 
adopted these participating-area type of unit which is a Government 
fabrication. The original idea—I mean to say, whereby when oil is 
discovered, the area that is deemed to be drained by that oil or oil well, 
is deemed in the participating area. Now, that is expended, and some 
contracted to conform to the limit of production as they exist, so that 
the unitized area conformed to the producing area in legal effect. A 
unit agreement is merely a contract whereby the parties bind them- 
selves to unitize if and when their lands become productive. That is 
what it amounts to. It is called a unit agreement when signed up. 
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It is that kind of an agreement, and really, the only part of the area 
that is utilized is really the area that is producing, or land that is 
close to the well that it may be deemed to be fairly producible by any 
geophysical or geological interest. ; 

Senator AnpErson. So that any area that you may have is not 
counted against these acreage limitations, and is land where oil is 
actually produced ? 

A. No, this 

Senator Anperson. I just thought I heard you say that. 

A. No, I didn’t say that. 

Senator ANnpersoN. Well, that is what the unit—I thought you 
said the unit was one where they were producing. 

A. No, the unit agreement, the unit agreement when it is formed. 
When the unit agreement is formed, it constitutes the contract to 
unitize and the Government regards that as a unitized area, everything 
within the area they regard as acreage, except 

Senator ANprrson. Everything? That is what I am trying to find 
out, everything within the unit is acreage exempt whether or not any 
oil is being produced in that area ? 

A. That is right. 

Senator ANpERSON. So that if you will go out and say, “We think 
the Carlsbad Caverns is a good possibility for oil,” they would unitize 
the whole thing even though no oil is being produced there, and all of 
that unitized acreage is dropped from the acreage. 

A. That’s right. 

Senator ANDERSON. So all you have to do then, is to unitize 2 or 3 

ople together and then drop that acreage from what you have. 

ow, is this 60,000 figure in New Mexico, is that what you have after 
you have taken all the unitized stuff, or is it your acreage in New 
Mexico? 

A. Yes. 

Senator ANpErson. What is your acreage in New Mexico? 

A. I don’t know. 

Senator AnpErson. We would like to know; would you supply that 
tomorrow ? 

Mr. Matone. We will be glad to supply that. 

A. I don’t think he can get it tomorrow. I don’t know. 

Mr. Matong. We will be glad to—— 

A. We will endeavor to file it, but I don’t know when we can do it. 

Senator Anperson. The reason I got interested in that is that they 
propese unitizing the whole Gulf of Mexico. 

A. Yes. 

(The material referred to is filed with the committee.) 

Senator Anprrson. I don’t think that is the purpose of the law, 
and what they got—they got pictures that show that down there, so 
many hundreds of feet down, there may be this and there may be that, 
but until you meet it, you really don’t ic You have been 25 years 
in the business, you know that all geology doesn’t work out. 

A. We have many many unit agreements, and we joined with others. 

Senator Anperson. But you deduct it as soon as they put in the unit, 
whether there is any oil or not ? 

A. As soon as the Secretary of the Interior approves of the unit 


agreement, because the law says they are operating under a unit agree- 
ment. 
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Senator Anperson. They are not operating, they are only lying 
there. 

A. The theory was that they might be put into a unit after they 
got into operation. 

Senator Anperson. But now that you go out, you take wildcat 
acreage and charge it off by some unit agreement ? 

A. Of course, all of these wildcat unit agreements impose a very 
definite obligation, an early drilling obligation upon the party. 

Senator AnpErson. Except that anybody that has the lease doesn’t 
have to do a thing if he doesn’t want to, isn’t that correct ? 

A. We drill a test well within the unit area right away, usually 
within 6 months as they require, for the purpose of testing the area. 
Now, a lot of these unit agreements are drilled, and the Department 
requires that if the first test well is not an approved well; then the par- 
ties must start a second well or a third well, until it is determined to 
the satisfaction of the department that the property is either producing 
or unable to produce. Very often we drill a test well or two test wells 
on these units, and find out that the land is not productive, and so 
certify to the Department, and the unit agreement is terminated, 
acreage exemption is terminated. That happens ina great many 
instances. 

Senator Anperson. Well, what I am trying to find out is this, if 
Stanolind and Shell and Amerada and a dozen others throw together 
150,000 acres in a section of this State, or some other State where oil 
is not yet produced, and asked the Secretary of the Department of the 
Interior for a unitization agreement, and they filed some geological 
maps to indicate there is a structure there, are they able to deduct: all 
the acreage within that area, if the acreage limitation is imposed by 
this act, as soon as they have signed the unitization agreement ? 

A. No; as soon as the Secretary approves the signing of the agree- 
ment, and provided also that he certifies the unit agreement, and is for 
conservation purposes under the act. 

Senator Anprerson. You don’t conserve any oil until you know 
what is down on the ground, do you? Would you conserve or save 
one barrel of oil by signing an agreement ? 

A. Nota bit. 

Senator Anperson. It wouldn’t save anything in a unitization agree- 
ment ? 

A. Yes. 

Senator Anprrson. So until you have produced oil, you have no 
conservation of anything; so the Secretary’s findings on conservation 
does not mean one thing, does it, until oil is produced ¢ 

A. I guess that’s right. 

Senator Anprrson. So what does it do, it merely allows you to 
‘deduct the acreage. 

A. Of course, the permission in deducting the acreage is conditioned 
upon conducting an exploration campaign that will justify that, that 
will determine definitely whether it is or it is not producing. _ If it is 
not producing, perhaps you have, during that period, perhaps you 
have held an acreage that was not producing at that time, but if you 
find that, then you must——- 
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Senator Anperson. Have you examined any unitization agreement 
that Stanolind has ever entered into? Do you know the provisions 
of any unitization agreement they have entered into? 

A. Yes. 

Senator Anperson. Does that require you to drill within a specific 
time? 

A. Yes. 

Senator ANperson. What does it require ? 

A. They nearly all habitually require that a well be started after 60 
days and drilled to a certain depth, and if that, if at that depth they 
have not discovered oil or gas in paying quantities, it requires that 
within 3 months or some such time, they start a second well, and drill 
it like the others, to that point, and so on, until they have demonstrated 
to the satisfaction of the supervisor that oil can be obtained from 
that structure, or until they have demonstrated to his satisfaction 
that oil cannot be produced, and in that event, the secretary requires 
that they surrender the unit agreement at once. 

Senator Anperson. They might have a dozen or 20 leases, or 2,500 
acres under that unitization agreement, might they not ? 

A. They might have; yes. 

Senator Anprrson. And, the next exploratory well will hold all of 
it, will it not ? 

A. It holds all the leases; yes. 

Senator Anprerson. Under the unitization agreement? 

A. It holds all the leases until it is drilled. 

Senator Anperson. Yes, sir. And, even after it is drilled, do they 
start another one in 90 days? 

A. Yes, sir, and if he gets oil, it is his duty at once to file a docu- 
ment. with the supervisor for further development of the structure 
and keep filing those plans until the producing limits of the field are 
determined. 

Senator ANverson. If they are not unitized, is there any obligation 
to drill? 

A. Not unless the supervisor requires it. He has no obligation to 
drill at all. The old 20-year leases used to have a specific obligation 
to drill. 

Senator Anperson. But they were 5 percent? 

A. Part of them were. 

Senator ANpERsoN. Twenty percent on a 20-year lease ? 

A. Oh, yes, they were. The 20-year lease arose out of prospecting 
permits. The prospecting permits permits 2,560 acres, the same as it 
did at that time, and upon a discovery of oil in the prospecting permit, 
the company, or the lessee was entitled to select one-fourth of that. 
area for a lease which they call the primary lease, upen which the 
Government granted the lease on a 5-percent basis for 20 years flat. 
That left renewal for such periods, over 10 years, if then authorized 
by law, and such terms as the Secretary of the Interior might pro- 
vide, and then the lessee was given the preference and right for an- 
other lease for all of the rest. The. other three-fourths of them were 
put upon what they called a sliding-scale override, and, of course, 
that lease was issued. Usually the man put a discovery well in the 
lease, but he used it, and, therefore, the secondary lease was the higher 
rate, without any 20-year lease, without any well on it, but, of course, 
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both those leases contained expressed drilling obligations, required 
drilling. 

Senator Anperson. You wouldn’t have any idea whether the 150,- 
000 acres you have in Wyoming include any unitized area, would you? 

A. None of that includes any unitized area. 

Senator Anperson. Do you have any idea how much you have in 
Wyoming? 

A. All I know is that we have unitized land there. We have unit- 
ized land there. 

Senator Anperson. I think you gave us a figure, including all of 
your land unitized and otherwise. 

A. You mean Federal ? 

Senator ANpERson. Yes. 

A. We will have to have the Secretay 

Mr. Matonz. The land which is unitized is not broken as pertain- 
ing to Federal or State or fee land. 

Senator Anperson. If you don’t bring the figures in when I ask you 
for them, you will probably not be put in jail. AII I have to have isa 
statement as to why you haven’t got them ready at this particular 
time. Youhaveallthetimeinthe world. We will not be considering 
these figures for the next 60 days, and therefore, if you take whatever 
time is necessary, that is all right. My only thought was the purpose 
of giving us a rough appedtneniiee of it. 

Mr. Martone. We will make every effort to do that. 

A. We will be glad to doso. 

Mr. Repwrine. Mr. Chairman, I would like to submit this for the 
record, explain it, and then ask the witness to give an explanation 
if possible, for the record. It is the report of Stanolind Co., dated 
March 28, 1955, a semiannual option report as of December 31, 1954, in 
the State of Montana. E. F. Murray shows up with 15 options that 
you have taken with him. 

Senator Anperson. E. F. Murray? 

Mr. Repwrne. On page 24 of the photostat received by the Com- 
mission from the Department of the Interior. It is 15 there, and on 
this page, Mr. Chairman, they all run for 3 years from the leased 
date to some 23,000 acres. 

Senator AnpErson. Can you identify E. F. Murray? Who ishe? 

A. We identified him in the record. 

Mr. Hannerr. He isa former employee. 

Mr. Repwine. Then, on page 251, Mr. Murray’s name appears 4 
times, and as I understand, his wife Vida Murray appears 7 times for 
some 15,000 additional acreage. The particular thing I want to point 
out, Mr. Chairman, and ask the witness to tell us why there is no 
serial number of those leases given in none of these 26 leases that are 
under discussion. 

A. Ican’t explain that, they should have been furnished. 

Senator ANpERson. How does the Department check it if they don’t 
get a lease number on it ? 

A. They don’t. ; 

Senator Anperson. That is what I would say. I asked you a while 
ago how they could do it, and you said—we were talking about the 
necessity of filing options, and you said it wasn’t necessary because 
you can take a deed and trace it down. 

A. Yes, we can. 





ACREAGE LIMITATIONS 67 


Senator Anperson. They would have a rough time with all those 
acres; wouldn’t they ? 

A. Yes, they certainly would. I can’t explain why that was done. 
I probably examined a ‘couple of the reports and did not proceed on 
with that, and the parties who wrote them up just neglected to put 
that in. I would be glad to have that record furnished if you wish. 

Mr. Repwinez. I believe you stated that you would furnish us that, 
when Mr. Murray terminated his employment with the company. I 
believe we asked you that. 

A. Perhaps somebody can tell us that right here. I don’t know, but 
perhaps someone can. We have quite a number. 

Senator Anperson. You see what this leads to? Here is a person 
who is your employee, he and his wife get 40,000 acres in a lease, and 
then they make these assignments to you, which are just as good as 
signing a lease. 

A. Under these leases, we don’t have any rights under the leases. 
We don’t assume any obligation. 

Senator ANpersoN. That is pretty near an obligation. 

A. We don’t have an obligation, we don’t have to pay the rent. We 
can give the option up. 

Senator ANpERsoN. W ell, you had one for 9 years. You don’t give 
them up too fast. 

A. We give a bot of them up fast. 

Senator Anperson. But by getting 40,000 acres from that man, and 
40,000 acres here, and 40,000 acres there, you pretty quickly go over 
the 46,000 acres, so to all intents and purposes, the 46,000-acre limita- 
tion is not effective. 

A. We don’t regard those with lease interest, they are neither in 
ownership of the lease or control of the lease. All we got is an option, 
and we are entitled to 200,000 acres, though. 

Senator ANperson. So it doesn’t make too much difference if Con- 
gress wipes out the provision, you don’t have anything at all; is that 
right? You wouldn’t mind C ongress passing out a law wiping out 
the provision ? 

A. That’s their business. 

Senator Anperson. I am trying to find out what your business is. 

A. The options, of course. 

Senator Anperson. Then it wouldn’t make any difference? 

A. I think existing options still would be effective; we couldn’t get 
any more options. 

Senator Anperson. Why do you carry them if you don’t have a 
right ? 

A. We have aright. 

Senator Anperson. You don’t assume any responsibilities? 

A. We have a right to obtain a lease by exercising the option and 
paying the consideration thereof; that is Tight. That is what the 
option is, and Congress, specifically, by passing the option law, author- 
ized people to take options under that basis, but the option is not the 
lease. We have control over the option all right, but we don’t have 
ownership or control of the lease. 

Mr. Matong. I can fill in the record as to the date that Mr. Murray 
left Stanolind ; it was sometime in the spring of 1953, according to the 
information available here. 
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Senator Anperson. Is he under retirement; has he received his regu- 
lar payments? 

Mr. Matone. He is retired and does receive some pension from the 
company. 

A. From the insurance company, they pay the retirement. 

Mr. Repwine. And Stanolind contributes to the insurance company 
for the retirement fund ? 

Mr. Matone. I have no information as to what Stanolind’s retire- 
ment program is, but I assume they participate on some basis. 

Mr. Hawnnerr. Mr. Whitford. there is a statement on page 5 of your 
—— statement as to options held on issued leases, the company 

as never exceeded the limit in any State. You said back here earlier, 
I believe, or somewhere in this statement that you made, that in 
Wyoming you had 285,000 acres that weren’t tapped. In that regard, 
how do you justify the statement that you never exceeded any limit? 

A. I do not know what the nature of those options in Wyoming 
were, if they were all options on lease applications, why then, my 
statement on page 5 is incorrect, we did exceed the acreage limitation 
because none of them were chargeable. If they were, if 100,000 acres 
were issued leases, then we would have exceeded the acreage limitation 
under my understanding. 

Mr. Hawnnerr. You said that you learned that there had been over- 
acreage in New Mexico. Can you make that statement as to the New 
Mexico acreage, that they never exceed the limit on issued leases, 
positively ? 

A. I think I can make that statement because I checked the eae 
report, semiannual acreage report, that we furnished you people in the 
litigation that we were engaged in with you. 

Senator Anprrson. Were you engaged in a litigation with this com- 
mittee, are you engaged in any litigation with this committee? 

A. No, I said with counsel, counsel’s client. I hope I am not en- 
gaged in any litigation with this committee. 

Senator Anprrson. I hope so, too. 

A. I wouldn’t last very long if that is the case. 

Senator Anperson. I wanted the record to show who your litiga- 
tion was with. 

A. Yes. I took the pains to check those semiannual acreage reports 
and I think, about, as I recall now, about one-third of all the options 
which we had, they were options on lease applications. 


By Mr. Hannetr: 


Q. Don’t you think it would be helpful, Mr. Whitford, to the Bureau 
of Land Management on these nonrenewal options to run these which 
you tale now to have identified on that report the date the lease was 
issued ¢ 

A. It might be. We would have no objections to so do. Of course, 
when—that is all, it might be. 

Q. Well, now, during the period of time between these reported pe- 
riods, that is when you seem to get overacreage ; isn’t it ? 

A. Over several occasions which I mentioned, in which we did. 
Most of these were done by these employees who were seeking to profit 
individually out of company transactions. 

Q. In the case of Florida, do you hold any Federal leases, acreage, 
in Florida ? 
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A. Yes. My report shows what we have there, options. 

(Y. Have you used your attorneys down there and theit wives to file 
lease acreage, as invitees ¢ 

A. Idon’t recall—I don’t recall—I don’t recall specifically. 

Q. Do you think that was done ‘ 

A. I now find that in some cases—I do not know where they were— 
that certain parties in the—that have done legal business for us have 
been invited to file lease applications, and we have taken options from 
them on the same basis that we have taken options from other invitees. 

Q. And you pay them 10 cents an acre; is that right? 

A. That’s my understanding. I’m not too familiar—— 

(). Or is it the normal compensation ? 

A. Ido not think we paid them any legal fee for that at all. 

Mr. Martone. Mr. Stowell, who is available to testify on that partic- 
ular transaction, will cover it fully. 

Q. Now, does your district office at this time have authority to 
release acreage, or does the authority have to come out of the Tulsa 
office ? 

A. I don’t know about that. 

Q. In the event you find that you are overacreage on options, 
during the reporting period, who says release them, the district land- 
man, or somebody in Tulsa ? 

A. I think that would have to be handled, either at the division level 
or at the Tulsa level, depending on the—the amount involved. I 
do not know just where the division of authority lies there. Unim- 
portant transactions are handled in the districts themselves, and more 
important ones are decided at division level and more important ones 
at the general level. You would have to ask someone in the land de- 
partment, I don’t know. 

Q. This was called to your attention that you had 295,000 acres 
in Wyoming; which was that decided at, the district level, the disposi- 
tion of excess, or division, or was that decided in Tulsa? 

A. That was decided in Tulsa. I happen to know that in that one 
instance, to find that out. 

(Y. Were those options in which, those options which you released, 
transferred by Stanolind to friendly hands or invitees ? 

A. I do not know to whom those options—I think they were re- 
leased. I don’t think they were temsiheeved to anybody, as far as I 
know. You will have aman here that will testify to that. 

Q. He would know whether or not any were transferred to E. 
F. Murray and Mrs. Murray; isthat right? 

A. He should know that; yes, sir. 

Q. Now, what instructions, if you know, are given to your district 
landman with regards to acquisition of acreage, or do you know 
that? 

A. I do not know that in detail. We have tried to disseminate 
the information to them that none of them should acquire acreage 
over the acreage limits. 

Q. You have men available here who can testify in regards to that? 

A. I think so. 

Q. Mr. Whitford, are you going to remain around here for the 
balance of the hearing? There is certain information which has been 
er to be submitted to the committee, and it might be possible 
that 
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Senator Anprerson. Well, let’s be reasonable with him, now. What 
do you mean by that ? 

Mr. Hannett. I just wanted to ask what his intentions were in 
regards to remaining here. 

Mr. Repwine. During the Stanolind phase of it. 

Senator Anprerson. Let’s thresh that out off the record. 

(Discussion off the record.) 

The Wrrness. That’s all I have. 

Mr. Martone. Reference was made in the course of testimony to oil 
and gas leasing on the public domain, the subject of when optimum 
must become chargeable between a lease application and issue on lease 
has been discussed at some length, and if the chairman would permit, 
I would like to offer one paragraph out of this on that subject. The 
paragraph appears on page 131 and is as follows: 

The question when the 10-year limitation of an option begins to run has been 
a troublesome one. The regulations approved on October 28, 1946, provide 
that options shall be considered to begin on the effective date of the lease if 
made prior to lease issuance; this regulation was amended on June 6, 1947, to 
provide that such option shall commence to run from the date of the option. 
This resulted in many instances in the expiration of the 2-year period before 
a lease actually issued, and thus the holder of an option under an oil and gas 
application had no opportunity to exercise his right thereunder. Consequently, 
on June 25, 1948, the regulations were again amended to provide that options 
thereafter taken on lease applications may be for a period of time until issuance 
and 2 years thereafter. It follows, therefore, that for options on oil and gas 
lease applications secured prior to June 6, 1947, the 2-year period commences 
with the date of the lease; for those executed between June 6, 1947 up to 
June 25, 1948, the 2-year period commences to run from the date of execution of 


the option, and for those executed on and after June 25, 1948, the 2-year 
period commences from the date of the lease. 


That does not solve the problem which we discussed, because it is 
apparently not in agreement with the regulations, but it is the bible 
of the Department of the Interior and points up the difficulties which 
has resulted from the ambiguities in this. 

Mr. Hannert. That is all I have. 

Senator Anperson. We will take a 5-minute recess. 

(Short recess. ) 

Senator ANperson. The hearing will come to order. please. 

Do you solemnly swear that the testimony you shall give before 
the Committee on Insular and Interior Affairs shall be the truth, the 
whole truth, and nothing but the truth, so help you God? 


STATEMENT OF JACK W. HAMILTON, STANOLIND OIL & GAS CO. 


Mr. Haminton. Yes, sir. 

Senator Anperson. Will you state your name, please, for the record ? 

A. My name is Jack W. Hamilton. I am a landman by profession, 
having graduated from the University of Wyoming in 1937 with a 
bachelor of arts degree. I have been employed by Stanolind Oil & 
Gas Co. since October 1938. From 1946 to 1948, I served in the ca- 
pacity of district landman in eeerepert, La.; from 1948 to 1950, as 
division landman in Oklahoma City, Okla.; from 1950 to 1952, as divi- 
sion landman, Fort Worth, Tex. ; from 1952 until June 1956, as division 
landman in Casper, Wyo. Since June 1956, I have been located in 
Venezuela, South America. 
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During the last 12 years, I have handled and supervised acquisition 
of leases and options for the account of Stanolind Oil & Gas Co. on 
Federal lands in most of the States in which Stanolind operates. 

By Mr. Hannetr: 

Q. Does that include New Mexico? 

A. Yes. In order to familiarize this committee with the operations 
of our leasing activities insofar as Federal lands are concerned, I 
would like to herewith outline the general procedure in connection 
with our operations. 

The delineation of areas favorable for accumulation of oil and/or 
gas is the work of the exploration department, consisting of geological, 
geophysical, and land departments. The initial investigations are 

carried on by the geological and/or geophysical departments. As a 

reall of this pr eliminary work, areas cf interest are delineated for 
acquisition of acreage. The land department is then charged with 
the responsibility of acquiring acreage for Stanolind’s account in these 
areas of interest, either through acquiring leases by company em- 
ployees or through independent lease brokers where we do not wish 
to reveal our identity and create additional competition from others. 
In these areas of interest, we instruct our company employees or in- 
dependent brokers, in the event that acreage is Federal acreage, to 
acquire options from the leaseholders of existing leases on Federal 
lands. 

Q. Coming to that point, Mr. Hamilton—— 

Senator AnpERsON. Please speak up so you can be heard, Mr. Han- 
nett. 

Q. Coming to that point, Mr. Hamilton, the instructions, then, to 
vour district landmen, are to acquire options on Federal acreage 
wherever they can; is that right? 

That’s true. That’s true. 

Q. Your instructions, further, to your district landmen in connec- 
tion with invitees, are to the effect that they should have applications 
signed in blank ? 

A. No. 

Q. Options signed in blank? 

. No. 
. They should not do that? 
. No, sir. 
You said you were in the Fort Worth division office in 1952, is 
that correct ? 

A. From 1950 to 1952; yes, sir. 

Q. Did you determine, during your time that you were in the Fort 
Worth office, that options were, and applications were, signed in blank 
in your Albuquerque office ? 

A. They had been prior to the time I went to Fort Worth, and I 
instructed all men to stop having applications in blank. 

Senator Anprrson. As I said to him, speak up a little bit louder 
so the people can hear you. 

A. Yes, sir. 

Senator Anprerson. Proceed. 

A. While the Mineral Leasing Act allows companies and indiv idqule 
to hold options of 200,000 acres in each State, there is no provision 
in the act whereby options can be obtained direct from the Govern- 
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ment on Federal lands not under lease. Accordingly, the only way 
options can be obtained in these areas where there are open Federal 
lands is to have third parties apply for leases and then take!options 
from them. We accordingly invite reliable parties to make lease ap- 
plications on open Federal lands in these areas with the understand- 
ing that we will acquire options from them giving them a profit over 
their cost of the lease for an option. 

Q. In effect, you are making an offer to them, saying, “Look, you 
use your name on this document and we will give you 10 cents for 
the use” ? . 

A. No. We invite them. We invite them to file applications for 
Federal leases, putting up their own money, with the knowledge that 
they will make a profit off the acreage. 

Q. At 10 cents an acre? 

A. Yes. 

Senator Anperson. Do you adhere to that religiously ? 

A. On invitees. 

Senator Anpvrerson. Do you require them to always put up the 
money ? 

A. That’s right. 

By Mr. Hannetr: 

Q. Your landmen have, at times, put up the money and gotten re- 
imbursed by way of Stanolind checks, Stanolind made the payment to 
the person filing the application and then your landman was reim- 
bursed ? 

A. I know of no instance where we paid our landman to reimburse 
him. 

Q. But you did it by a circuitous route of paying the initial rental 
and the 10 cents to the invitee, who, in turn, reimbursed your land- 
man ¢ 

A. That was without the company’s knowledge. 

Q. You man it was without the company’s knowledge when your 
landman was getting reimbursed by it ? 

A. Management was not aware of the fact that the landman was 
personally advancing his own money. 

Q. Of course, at this time he was an employee of the company and 
doing that very thing? 

A. And it later turned out he was an unfaithful employee at that 
time. 

Q. That not only happened in New Mexico, but it happened in 
Wyoming, is that right? 

A. Not that I know of. I have never heard of that occasion in 
Wyoming. 

Senator Anprerson. You mean New Mexico is the only State where 
this happened ? 

A. Yes, sir. 

Q. You still have one of the district landmen in your employ who 
wanes in the Amarillo office at the start of this use of relatives, don’t 
you? 

A. Yes, sir. 

Q. And his relatives were being used, isn’t that right ? 

A. Yes, sir. 
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Q. ‘And you continued options on property of his relatives down 
through and until after you went into the Fort Worth office, is that 
right ? 

“A. Yes, sir. We did not take new—— 

Q. You knew Joe Lilly, didn’t you? 

A. I knew of him; ves, sir. 

Q. And you knew that his wife was being used ? 

A. I did not specifically, at the time, know it; no. 

Q. And you knew that John Thompson was writing the checks, 
or ‘you do now know that John Thompson wrote the checks to his own 
relatives and reimbursed the landman who was under him here in 
Albuquerque, Larry Hine? 

A. I didn’t know it then, and I don’t know it now. I was under the 
impression that it was all Larry Hine’s operations in Albuquerque. 

Q: You didn’t know it when the Albuquerque district was set up? 

A. No, sir. This is before I went to Fort Worth. 

In the process of acquiring acreage in areas which have been de- 
lineated as favorable for accumulation of oil and/or gas, it is often 
necessary that we carry on lengthy negotiations with lease owners 
and ‘other operators to work out unit agreements for the development 
of the areas, plus the fact that additional geological and geophysical 
work is sometimes necessary over a protracted period of time, result- 
ing in the options originally acquired in the area expiring prior to 
the time that we have completely evaluated the area. While the 
Mineral Leasing Act provides that options are to be nonrenewable 
options, the industry generally interpreted the act to mean that a 
successive option can be acquired on thé properties by entering into 
a subsequent. agreement with the lease owner. Accordingly, in these 
instances, we have acquired successive options from lease owners 
after the expiration of a previous option. In this connection there 
have been a number of instances where we felt that the acreage was 
fairly valuable and we would wish to maintain this acreage, either 
as direct lease charge, or, preferably, option acreage. In these cases, 
we have always been in the position where we could take the acreage 
as a lease charge, but would prefer to maintain it as option acreage. 

Q. Mr. Hamilton, I am looking at the option report for August 
21,1951—forwarded by 4 letter of August 21, 1951, page 642, it is the 
option report for June 5, of 1951, and I note, in particular, to the 
names Sarah FE. Lilly, Carol L. Payne and McManus, that your date of 
your option. your new option, is the same date, or approximately the 
same date, of the expiring option, is that right, you take it out on the 
same date? 

A. Approximately ; yes. 

Q. You take it out on the same date that the former option expires? 

A. I think it’s usually been our practice to take it after the expira- 
tion of the former option. 

Q. Now, do you know whether or not, Mr. Hamilton, that letters 
were written by Stanolind Oil & Gas Co. to these optionees at the end 
of the option, toward the expiration of an option, to the effect that 
they were not going to exercise that option, the original of that letter 
destroyed and a copy kept in Stanolind’s files? 

A. I don’t follow your question. 

Q. Well, you have an option which has a specific expiration date, 
Stanolind wants to take a new or successive option; did they, in your 
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land offices, write letters to the optionor, prior to the termination of 
his option, destroy the original and never mail it, and file the copy 
in the file, the lease file ? . 

A. I would have no knowledge of that practice. 

Senator Anperson. It would not come under you? 

A. It would, but I have never heard of it happening. 

Accordingly, from a practical business standpoint, it would be 
necessary for us to discuss with the lease owner prior to the expira- 
tion of the option the possibility of acquiring a new option subsequent 
to the expiration of the original one. These discussions were necessary 
prior to the expiration of the previous option for the reason that if 
the lease owner was not agreeable to granting us a new option, we 
would then exercise our option and take the acreage as a lease charge. 
In many cases third parties, realizing that the acreage limitations make 
it difficult for active companies to maintain all of the acreage they are 
interested in by lease charge, believe they can demand an unreason- 
able price for a successive option, feeling that the company will be 
forced to pay it. In many of these cases, rather than use up available 
lease charges by taking an assignment, we have assigned the option 
to nominees who are willing to grant us options for a more reasonable 
consideration. These parties then exercise the option and acquire the 
record title to the lease whereupon we then take an option from them, 
allowing them a profit. 

Q. Then as I understand it, Mr. Hamilton, when the situation arises 
when you feel you have an optionor who is not going to do what you 
want him to do in connection with the renewal of an option, you ap- 
point a nominee to whom you will transfer that option ? 

A. We have done that in some instances. 

Q. Have you done that on numerous instances ? 

A. No. 

Senator Anprerson. About how many—excuse me, go ahead, 

Mr. Hannett. Go ahead. 

A. I would say it is an exception, Mr. Chairman, but the actual 
number I couldn’t tell you. 

Senator Anperson. Well, you have listed it in here. 

A. I just wanted to point it out. 

Senator ANpEerson. So if you do find somebody who wants too much 
money, you 

A. Not necessarily ; somebody who is hard to deal with. 

Senator Anprerson. What is the difference between somebody who 
is hard to deal with and somebody unreasonable ? 

A. In an area where acreage is worth $5 an acre, we would pay it; 
if a man wanted $50 for a second option, it would be unreasonable. 

Senator Anperson. Wouldn’t he be hard to deal with under those 
circumstances ? 

A. Pardon? 

Senator Anperson. Wouldn’t he be hard to deal with under those 
circumstances ¢ 

A. Most anybody that has a lease is hard to deal with when you are 
trying to buy. 

Senator Anperson. But you say that it is necessary for you to dis- 
cuss with the lease owner prior to the expiration of the option the 
possibility of acquiring a new option, and then you said you would 
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then exercise your option and take the acreage as a lease charge, but 
if he made it difficult, you then went on 

A. We have done that in instances; yes, sir. 

Senator AnpErson. Did you feel that thereby it was easier to 
control it? 

A. Not to control it; it was easier to get an option, that’s all we 
were interested in at the time. It was an option. Too, in order to 
acquire—to carry on our work, see if it was possible and possibly drill 
wells in the area. 

By Mr. Hannerr: 

Q. You knew in advance, didn’t you, that that person to whom you 
had had that lease assigned would give you an option, or you wouldn't 
have transferred it to him ? 

A. We transferred it to people we felt would give us an option. 

Q. You discussed it, you knew in advance that he would, or you 
wouldn’t give it to them / 

A. That’s true, we wouldn’t give up valuable acreage for nothing. 

Q. Then it became reportable to them as lease acreage ? 

A. That’s right. 

Q. And you continued that within your option 7 
A. But it was still their lease. 

(Y. But you had exercised your rights under that option to nomi- 
nate it to any person you wanted to? 

A. We hadn’t exercised our rights, we had merely assigned the 
option. 

Q. You assigned the option; you didn’t tell them to assign the lease 
toa specific person ? 

A. We assigned the option to a third party, who, in turn, exercised 
the option. 

Q. Now, in the interests of Frank Denman, did you ever hear of 
the Denman Drilling Co. ? 

A. Through hearsay. 

Q. You don’t know anything about that transaction ? 

A. I know nothing personally of that transaction. 

Senator ANpERSON. What was the hearsay ? 

A. Result of testimony in a trial, as I recall it, Senator. 

Senator AnpErson. Proceed. 

(. That was where there was an assignment made by Stanolind of 
an option on acreage from local people in Albuquerque to Frank Den- 
man, isn’t that correct ? 

A. As I say, I know nothing of it, definite. 

Q. And Stanolind reserved an overriding royalty out of the deal? 

A. That’s what you say, I 

Q. Is that-a practice in your industry to secure an option on a 
piece of land and then exercise your option in order that the owner 
of the lease assign it to a specific optionee ¢ 

A. No. 

Q. And then you take back an overriding royalty ? 

A. No. 

Q. Is it done at any time? 

A. It apparently has been done, you are mentioning a case of it; 
I don’t know about it personally. 
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As our exploration evaluation of various areas progresses, it is often 
found that acreage which we thought was prospective has little or no 
value and, accordingly, if in these areas we have options on Federal 
leases or on Federal leases in our own name, we will drop the option 
leaving the lease in the hands of our optionor, and, in the case of 
leases, either drop the lease or reassign it to our assignor. Because of 
the acreage limitataions on Federal lands, we are constantly acquiring 
and dropping Federal lands in order to stay within the acreage limi- 
tation. 

Q. Now, when you drop it, do you send it often to one of these per- 
sons who you know is going to give an option / 

A. At the time we drop an option, we write a letter to the party 
we have acquired the option from advising them of our intent of drop- 
ping the option and advising them that we have no interest in it. 

(. Do you have an interest when option acreage has been trans- 
ferred to former employees of Stanolind or any other invitee for a 
reporting period, the option itself, and they report it and then after 
the reporting period it is transferred back to Stanolind ? 

A. [know of no particular instance. 

(). Would you yau that that has not happened ¢ 

A. Tomy knowledge it has not happened. 

In view of the fact that the Federal land offices will not allow such 
options to be filed in the land offices, it poses a very serious problem 
to companies holding Federal acreage by this method. Options are 
not recorded in the county records for several reasons : 

(1) We cannot keep our areas of interest from being common 
knowledge to the general public and industry. 

(2) It would put an additional burden on the surface owner by 
increasing the cost of abstracts covering his surface rights. 

(). How does it increase the cost to the surface owner under a Fed- 
eral oil and gas lease, public domain land? 

A. The public domain land is, the minerals are retained by the 
Government ; the surface rights often are owned by individuals, Any 
time they sell their property they have, as a rule, to acquire an ab- 
stract, and are obligated to put every instrument in the abstract affect- 
ing that particular piece of land. 

(. In that particular instance you are worried about the surface 
owner ¢ 

A. In that instance we are, we like to keep good relations with 
the owner. 

(3) There is a serious question in many States as to whether or 
not the filing of instruments covering Federal lands in the county rec- 
ords would be considered public notice to third parties. 

Q. Why wouldn’t that be public notice to third parties if options 
are recorded in the land office ¢ 

A. We have had that question raised several times as to whether or 
not it would be on Federal land. The proper place for filing of these 
notices on Federal land is in the Federal land office. 

(4) It has been an industry practice to not record such instruments 
in the county records. 

As there is no notice to third parties in the Federal land records, we 
have to be very careful in dealing with third parties to be certain that 
they are thoroughly reliable and that after giving us an option on 
acreage which they hold under lease, they will not subsequently option 
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it to a third party or convey title to a third party who would be an 
innocent purchaser and if their assignment was filed for record with 
the Federal land office, extinguish our rights to this acreage. 

Q. Now, you used the word “reliable” throughout this, Do you 
mean that word “reliable,” or they are going to do their company’s 
bidding ¢ : 

A. Imean reliable. As an example, we took an option from a third 
party several years ago; in the meantime, he sold it to an innocent 
party, who sold it. 

(). How many instances has that occurred ? 

A. I know that one. I don’t know whether it’s occurred again or not. 

(). You know of no other in your employment since that has oc- 
curred ¢ 

A. If that had 1 million barrels of oil, that would have been 
enough justification to take that precaution on every lease we acquired 
from there on. 

(). Therefore you want the person who is going to get the lease 
to be a person who Is going to be sure that the option is given to 
Stanolind in the first, place; isn’t that right ? 

A. That’s not what I said. 

(). What? 

A. That’s not. what I said. I said I want to be sure that the 
option that we acquire is going to be protected. 

(). You want him to be reliable to insure that if you want a 
new option you can have it, if you want to give it to any nominee and 
get it back, you can do that ¢ 

A. No, that’s not what I meant. I said we want reliable parties 
who would keep that lease intact so that when we want. to exercise 
our option under the terms of it, we would be sure that he still retains 
the lease. 

Q. But it is a fact that you want those people to be reliable as 
far as your company is concerned and they will do what you tell 
them to do; isn’t that right ? 

A. Not necessarily. 

(). But in most instances that is true ? 

A. Ina lot of instances they do that. 

Senator Anperson. How many options have you ever examined / 

A. How many options have I examined ¢ 

Senator Anpgerson. Yes, hundreds, thousands, or what ? 

A. As far as our lease records are concerned, I have seen thousands 
of our leases; yes, sir. 

Senator Anpgerson. And you know of one occasion where there has 
been a violation and all the rest of these thousands have been all 
right ? 

A. This is-the only one I know of in the particular area that I was 
at the time, Senator. However, as you can see from my statement, 
I have moved around a lot. This could have happened in other areas 
when I wasn’t there. 

By Mr. Hannett: 

Q. You know of no instance, too, Mr. Hamilton, when your option, 
expired and you have it in these reliable persons, and Stanolind will 
come possibly a year, 6 months, 2 years, after the date your option 
has expired to these reliable persons and you can then tell them to 
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assign to Stanolind, or to your nominee, that lease which you had 
previously held under option and they do it, with no additional con- 
sideration other than the 10 cents an acre that you mentioned before? 

A. I doubt that statement, because if we had allowed the option to 
expire a number of years, I am sure that the lease owner would 
have had. some rentals to pay during that period of time; I don’t think 
— — pay it out of his own pocket for a loss. 

Assume it is only 38 months and no rentals become due, have you 
ever seen that happen with Stanolind where they allowed the lease 
to expire and go to the optionor and he still did Stanolind’s bidding / 

A. If the lease has expired, it is extinguished, nothing you can 
do about it. 

(J. Have you ever seen that happen ? 

A. [have seen Federal leases expire. 

Senator Anperson. The question is options. 

QQ. Iam speaking of options. 

A. You were s veaking of leases. 

Q. I am speaking of options on leases, where the option has expired 
and you have gone to your invitee, some period of time after the 
option has expired, and he has done the bidding of Stanolind for 10 
cents an acre. 

A. We have dropped options, we have told the people when we 
dropped them that we had no further interest in them, they could do 
with the lease as they saw fit. If ata later date we want to have option 
on that acreage and he had the lease and willing to give us an option, 
we have taken options on that. 

(). I am referring to a situation where you have an expired option 
in an invitee’s hand, has it ever arisen, to your knowledge, that 
Stanolind has gone to that invitee and advised him they want that 
lease assigned and he has done it after the expiration of your option / 
A. Assigned to whom ? 

To whoever Stanolind names, you or your nominee. 
After the option expires? 

Yes, sir. 

No, sir. 

It has never occurred ? 

Not to my knowledge. 

For this reason, we have always attempted to be extremely critical 
of the people in whose name the acreage will remain to be doubly sure 
that they are reliable parties who will not dispose of the acreage to the 
detriment of our interest by virtue of our unrecorded option. 

In addition to the above, we have found in the past that a number 
of individuals owning Federal leases have no conception of the re- 
quirements placed upon them by the regulations in order to maintain 
leases in force, with the result that while they have a valid lease when 
an option is acquired they are not sufficiently familiar with regulations 
to comply with various demands from the Government, and in view of 
this inexperience are apt to allow a valuable lease to expire through an 
act of omission on their part. Accordingly, on acreage which we con- 
sider to be valuable for our own protection of our future rights in the 
lease, we have assigned our option to parties who we know are reliable 
and understand the mechanics of the Mineral Leasing Act in order 
that title to this lease will be in their name, with the result that future 
notices will be forwarded to them and we, in turn, will be kept apprised 
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of the status of the acreage. After these parties have acquired title 
to the lease we have subsequently taken options from them for a con- 
sideration which will result in a profit to them. 

Mr. Repwine. Mr. Hamilton, will you go back to page 3, under the 
second paragraph at the bottom. 


For this reason, we have always attempted te be extremely critical of the 

people in whose name the acreage will remain to be doubly sure that they are 
reliable parties who will not dispose of the acreage to the detriment of our 
interest by virtue of our unrecorded option. 
Now, I know that I am probably bringing up a legal point, there, but 
with this report, semiannual report on option, that you filed with the 
Department of the Interior, the Bureau of Land Management, you 
show the date of the option, the date of the option, isn’t that 
recordation. 

Mr. Hamunron. It isn’t, for third parties. An unrecorded option, 
in this statement, here, is meant it is not notice to third parties, to the 
general public. 

Senator Anperson. I wanted to ask you a question, there, I am in- 
terested in future legislation in regards to it, almost entirely in this 
matter, do you think it would be a good thing, then, to require the 
recording of all options ? 

Mr. Hamiuvron. Mr. Chairman, I think the recording of options in 
the Federal land office would be a protection to the party holding the 
option, so he could be sure there would be a notice on third parties, 
so he wouldn’t dispose of that option. 

Senator ANpEeRSON. Well, am I to regard, then, the answer is “Yes” ? 

Mr. Haminron. That is my personal opinion. 

Senator Anperson. I would think that that might solve some of 
the problems we have been discussing here, today. 

Mr. Hamunron. In view of our constant review of areas containing 
Federal lands, we release options back to persons whom we have in- 
vited to acquire leases on Federal lands. In all cases where Federal] 
acreage is reassigned or where options are dropped, the owner of the 
lease is advised that we have no further interest in the lands involved 
with the distinct understanding that they are entirely free to deal with 
this acreage as they see fit. 

Mr. Matone. Mr. Chairman, at that point, | would like to hand 
the witness an estimate to be inserted in the record, which is a copy, 
the witness will testify is a copy of the letter of release of a Federal 
option, which is uniformly sent when-that option—when the decision 
is made to release the option. 

Senator Anpgerson. Do you so identify it ? 

Mr. Hannetr. We have not seen it. 

Senator ANnperson. I am going to ask him a question, and then— 
lo you so identify it? 

Mr. Hamiron. Mr. Chairman, this is the type of letter we write to 
all lease owners, at the time we release options. 

Senator Anperson. Well, we will make that a part of the record 
at this point. 
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Post Orrick Box 238, Lo. 
SALT LAKE City, UTAH, June 5, 1956. 
{Registered return receipt requested] 
Re Lease No. 134268, USA U+013685, Muddy Creek Area, Emery County, Utah. 
Mrs. BueLAH B. WILKINSON, 
3311 Palm Street, 
Houston, Tea. 

Deak Mrs. Wirkixson: On October 16, 1954, you executed an option for as- 
signment on the subject lease in favor of this company. 

This letter will advise you that all obligations with Stanolind Oil & Gas Co 
under the terms of this option have been met and Stanolind Oil & Gas Co. does 
hereby surrender, relinquish, and quitclaim unto you all rights it may have ac 
quired under the provisions of the aforementioned option for assignment. 

In the event you do not desire to retain the captioned lease, you should imme- 
diately file a relinquishment thereof with the district land office in Salt Lake 
City, Utah. If you do not relinquish the captioned lease prior to the next rentaj 
date, you will become liable to the Government for rentals in accordance with 
the provisions contained in said lease. 

This notice is being sent in duplicate, and we request that you acknowledge 
receipt thereof in the space provided on the attached copy and return same to 
this office in the enclosed self-addressed envelope. 

Yours very truly, 
STANOLIND Ort & GAs Co., 
C. E. Brown, 
District Landman. 
JAJ:dh Enclosure ce: H. S. Sifferd (Attention: E. W. Watts). 


Received this — day of —, 1956. 
BUELAH B. WILKINSON, 


Mr. Haminron. Would you like to read it? 
Mr. Hannert. Isn’t it a fact, Mr. Hamilton, that«as far as this 
brokerage business, this invitee business, used for the handling of op- 


tion acreage, that is done by telephone; there isn’t much correspond- 
ence in connection with that, is there ¢ 

Mr. Hamivron. In most of our lease places like that, it has to be 
handled by telephone, in order to get the information to the man, in 
order to get him out in the field to get information as fast as possible, 
to keep others from competing. 

Mr. Hanneirt. So there isn’t correspondence in your file, generally. 
in the manner in which you are handling this acreage at 10 cents an 
acre, plus reimbursement of rentals? 

A. I ean’t answer, definitely, to that. I would have to review our 
files to tell you one way or the other. 

Q. Do you know any instance when New Mexico was over acreage / 

A. To my personal knowledge, I can’t recall. 

(. Do you know Russell Farmer ? 

A. Yes, sir. 

@. Who is he? 

A. He was, at one time, a division geologist for Stanolind Oil & 
Gas Co. 

Q. He is no longer employed by them ? 

A. No, sir. 

The San Juan Basin of northwestern New Mexico and southwest- 
ern Colorado is predominantly Federal lands. This area is unique in 
that production is not directly related to structure as is normally 
found in other areas and is predominantly gas. Development in gas 


F eS eae Se Pex: oa Be om “i a = “ ‘ ce 

























































ACREAGE LIMITATIONS SI 


areas is on a considerably wider spacing plan than in oil areas with 
the result that companies must maintain larger quantities of acreage 

n order to have a sufficient representative amount of acreage to jus- 
tify drilling and producing operations. In view of the fact ‘that pos- 

ible accumulation of gas cannot be easily delineated by structural in- 
terpretation through geological and geophysical effort, a valuation 
of this acreage has been slower than in other areas. Some units were 
formed on the basis of geological inference; however, in view of the 
lack of structural information, a proper unit area was accordingly 
very difficult to delineate and, for this reason, companies could not 
drill in this gas area without securing the joinder of other companies 
in the formation of Federal-type units ina reasonable period of time 
to allow the lease owners to unitize their acreage within the initial 
2-year option period. 
Questions by Senator ANDERSON : 
Now, tell me about that unitization, there. If the area is unique, 
if production is not related to structure, how do you go about unitiz- 
ing, say you have a well? 
‘A. Mr, Chairman, I would like to digress a little bit, here, and go 
rertome into the unitization matter, if you will permit me, at this time. 

Q. I don’t mind whether you go further into it, but I would like 
to have you tell me about that. In the discussion of this conservation 
question a while ago, because the structure could be delineated and 
you knew that you had to develop it in a certain fashion, and you 
would then cut down, if need be, the unit and bring it down to just that 
structure. Now, if this area does not respond to the ordinary geo- 
logical studies, and it doesn’t follow structure, how would you then 
shrink or expand the unitization 

A. Well, the unitization in the San Juan Basin, the actual unit- 
ization was accomplished by the actual drilling of the wells within 
the area. 

(¥. Am I correct, then, in assuming that unitization, in the San 
Juan Basin, is on the basis of proven produc tion ¢ 

A. It is. 

And would that be the desirable thing, then, for unitization ¢ 
A. I think it is. 

(Y. Then the Secretary of the Interior, if he was going to grant unit- 
ization, and thereby exempt acreage from it, should do so on the basis 
of producing areas? 

A. Not necessarily. The fact, if you wait until after an area is 
drilled by independent operators, with no sound spacing apparent, 
vou have created problems, insofar as trying to get the various owners 
together to unitize that area, to conserve the area. 

Q. Now, you are an experienced individual; tell me how you should 
know how you are going to space, until you get oil ? 

A. I think the initial—the general practice—the initial well will 
tell you what you are going to find, whether it is gas, oil, or otherwise, 
the depth of formation, the type of formation, the productions from it, 
whether it is a gas cap reservoir, a water, dry, or a volumetric. In 
further drilling, you can step out and more orderly develop that field’ 
on a unitized basis, than if each individual with individual leases on 
that structure, was trying to get his share of the oil or his share plus 
the other fellow’s share. 
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Q. You are telling me that the pattern of spacing can be developed 
on the basis of the first well? 

A. It can, to some extent, yes, sir; the first well and succeeding 
wells that are drilled. 

Q. Therefore, there should not be unitization there, until you have 
the first well ? 

A. Oh, yes, that is the only way you can control the pattern, by 
having unitization. 

Q. How can you have spacing, if you don’t know, when you say it is 
developed by the first well ? 

A. That is the beginning of the spacing; from then on the wells are 
drilled in an orderly manner, regardless of lease ownership, in order 
to unitize, rather than from an individual standpoint, without re- 
gard to the overall conservation of the reservoir. 

Q. I am a little bit worried that maybe this unitization may be a 
way of getting away from acreage limitation. Unitization isn’t neces- 

sary until the well is in, is it? 

A. Senator, where you do not have Federal acreage, and where 
unitization is not accomplished until after the field is developed, you 
will find, for secondary recovery methods, it takes a considerable length 
of time, the fields, in a lot of instances, are almost depleted before 
unitization is accomplished, and the reservoir energy has been dis- 
sipated to the extent that recoverable oil has been decreased to a large 
extent, whereas, if it had been unitized at the inception, we would con- 
serve and recover a great percent, a larger percentage of the oil in 

ylace. 

Q. Well, is it your testimony that, in those areas like Texas, wher: 
you don’t have #ederal land, that they unitize before they bring in a 
well ? 

A. It would be ideal: yes, sir. 

Q. Have you heard of them doing it, before you bring in a well ? 

A. No, they haven't. 

Q. Why should you do it on Federal land, then, if you are not trying 
to get around acreage limitations? There are no acreage limitations 
in an area like Texas, because it is private land, and the only reason 
you talk about acreage limitations in the Federal areas, seems to be to 
get around this unitization in Federal areas, seems to be to get 
around 

A. Itisconservation. 

Q. Yes, but you don’t know whether you are conserving, unless you 
have oil, do you ¢ 

A. You drill after you unitize, to find if you do have oil, and if you 
do find you have oil, you have the mechanics to conserve the oil. 

Q. I have always been told this Texas Railroad Commission is the 
best in the world on conservation. 

A. They are the best on conservation. 

Q. And they don’t require unitization until after you get pro- 
duction? 

A. That is true. 

Q. And generally, don’t require it until you are pumping the gas 
back down there, for : secondary recoveries; am I to understand the 
Texas commission doesn’t know its business ? 

A. Iam not saying it doesn’t know its business. 
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(). I am putting it in a little plainer language, because I don’t have 
to deal with them, only a little bit. 

A. Well, [am down in Venezuela. 

Q. Well, we can speak freely for awhile, Colonel—Senator Thomp- 
son not being here. If Texas hasn’t found: it necessary to unitize until 
after the field i is in production, why should you find it nec essary to 
unitize, in New Mexico, until after the field is in production ¢ 

A. I wouldn’t, say necessary ; Texas has come to that definite con- 
clusion. I would say this, that because of private ownership—— 

Q. Now, are they doing it? I don’t say I come to the conclusion, 
either, but if I am w alking down a street, and one brick hits me, 
and another brick hits me, and more bricks hit me, I am going to decide 
the building is coming down, so you can say what you want about. 
Texas, but 1f they haven't utilized—I have heard the Texas commis- 
sion very highly spoken of, and in the recent debate over the natural- 
gas bill, I know that many people spoke very well of the Texas group, 
and I wouldn’t want to change that eloquent testimony. If they 
haven’t done it, and haven’t found it necessary to do so, by ‘their action 
at least, why is it necesary in New Mexico? 

A. Well, let me say this, that I think that, insofar as unitization 
is concerned, the quicker you can unitize a structure 

Q. But you don’t know where the structure is, you just got through 
saying San Juan isn’t dependent upon structure. 

A. Well, now. insofar as the San Juan Basin is concerned, that is 
true, but Jet me go on a little further. It is true we know some idea 
of the structure, at the time the Federal unit is formed from geological 
information. The area in which it is felt to be productive, is usually 
going to be confined within the unit area. We unitize an area 

Yes, but you draw a little map, and say that is the structure, 
that doesn’t mean too much when you get down below the ground. 

A. If it doesn’t, we have geologists on the payroll for nothing 

Q. I just brought in one, two dry holes in Texas, with the finest 
geologist you ever saw. 

A. Let me go on with my explanation. This area delineated has 
a possible oil and gas. The area is outlined, and a Federal unit is 
formed, covers the entire structure, and outlying acreage that might 
be beyond the productive limits. The initial well is drilled. It is a 
producer. ‘The operator 

(. One time out of eight, nine. 

A. That is true, the industrial average. The USGS, the super- 
visor who is in charge of the Federal land, requires that the unit op- 
erator, within a certain period of time, file a plan of development. 
The plan of development provides that the operator must drill cer- 
tain wells to delineate the entire producing area within that unit, 
as fast as possible, so that all people that are entitled to participate 
in that production will come into participation as soon as possible. 
As a result, rather than the well being drilled and offset spaced closely 
around it, the operator will step out -and define the structures as fast 
as possible, in order that all people that are entitled to participation 
within that structure, are participating in the oil that is produced 
therefrom. 

(. I am not trying to argue against unitization, I am trying to ask 
why this acreage should be exempt from acreage limitations, until 
there is production there. 
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A. If vou didn’t have some way of getting rid of acreage limita- 
tions, insofar as production is concerned, the operators would be out 
of business. 

Q.:I didn’t say that, I say why do you have to take that acreage 
char ges until production is achieved 

When it is pure wildeat’s territory, why do you get credit for 
it being a producing area 

A. That is an incentive for going into a wildeat territory and drill- 
ing wells on leases on which you have no obligation to drill a well. 

Senator Anperson. All right. 

Questions by Mr. Repwine: 

Q. Mr. Hamilton, isn’t it a matter of fact, there are really two 
phases to this hue and cry for unitization, one is that it takes it out 
of the limitation, acreage limitation, and the other one !s that it makes 
it possible for the companies to acquire leases at a much lower price 
than they would have to pay if it was not unitized ? 

A. I don’t know where unitization would have anything to do with 
the price of leases. 

Q. Suppose you were in an area; and a well showed up as a producer, 
wouldn’t you have to, in that area, pay a lot more for the leases that 
you might be able to acquire ? 

A. At the time we drill a well in the area, we will probably have 
acquired all the leases we can, at the time. 

. You don’t always, though, find yourself in that favorable posi- 
tion, do you? 

A. No, that istrue. But once it is unitized, we can’t buy leases from 
those people that is in the unit, because they are participating with us 
in drilling the well. 

Q. In other words, that is the reason you became interested in an 
area, you are getting ready to drill a well, you say you have acquired 
the acreage in there, that is the reason you have these invitees, is it-not / 

A. Yes, we use invitees where it is open acreage, and has not been 
filed on, and we want to get an option, if the Federal acreage is under 
lease, then we acquire option from the present holders of the lease. 

Q. In other words, the net effect is, then, that you have complete 
control of the acreage in that area, do you not ? 

A. No, no, we have complete control of our options during the op- 
tion period. 

Q. Isn’t it the same thing, during the option period ? 

A. No, the option and the lease are two separate entities. 

Q. Well, the leaseholder can’t sell that lease, as long as you have an 
option ? 

A. He can do anything he wants to it, as long as it is subject to the 
option. 

Q. But you still can grab it any time you want? 

A. Westill have an option, yes. 

Q. In other words, you still have control ? 

A. That was the purpose of the act, as I understand, to control the 
leases in an option period, on the 200,000 acres in any one State. 


Questions by Mr. Hannetr: 


Q. Now, do any other companies, if you know, follow the practice 
in using invitees, is that an industry practice ? 
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A. I understand you have requested a number: of companies to ap- 
pear here, and I would prefer that you ask them. 

Senator ANDERSON. Have youever heard of it? Anyplace? 

A. I don’t know, definitely, sir. I can speak for my own com- 
pany, but I can’t speak for others. 

Senator Anperson. The oil industry is a pretty tight-mouthed 
group, they don’t tell other people how they are operating? 

A. We usually try to keep our actions to ourselves, sir. It is highly 
competitive, as it is, we try not to give away our trade secrets. 

Senator Anprrson. Well, it is going to be an open secret, after this 
hearing is over. 

A. Maybe that is just as well, too. 

Questions by Mr. Hannerr: 

Q. Mr. Hamilton, you have talked about blocking up acreage, and 
you don’t drill a well until you have got it blocked up, and in response 
to Mr. Redwine’s questions, you say you didn’t control the acreage, all 
you did was control the option, but you have it practically—once you 
find an area that you want to go into, to go in there and get. a block, 
isn’t that right ? 

A. That is right. 

Q. And you do it with an idea that you are going to control that 
entire acreage, isn’t that right ? 

A. We go in there and get that block, with the idea we are going to 
drill a well and get acreage on it, and stay in business. 

(). And that block is in your control ? 

A. It has to be, if we are going to spend several hundred thousand 
dollars to drill a well, we have to have that control. 

(Y. Therefore, you have got. to have people who are within your con- 
trol, to go in there and get that acreage, so you can block it out, isn’t 
that right? 

A, Not necessarily. We go into areas 

Q. Well, you say “not necessarily.” Do you, or don’t you? 

A. It depends on the situation, if there is an area we like that is 
under lease to present lessees, we acquire options from them. 

Q. That is right, and pay considerably more than 10 cents an acre; 
isn’t that right ? 

A. That is right. Now, the reason that we go into areas and get 
these options for 10 cents an acre, on invitees, is because of the fact 
that nobody thought it was worth a drilling fee on it. We think more 
of it than anybody else, or we wouldn’t even have to have somebody 
file on the acreage. 

Mr. Repwine. This invitee deal is a gimmick, whereby you obtain 
cheap acreage ; isn’t it ? 

A. It is not-a gimmick, it is a lack of provision in the Mineral Leas- 
ing Act. If we could acquire options direct from the Federal Govern- 
ment, we wouldn’t have people file on these leases, we would go to the 
Federal Government, and get an option, but under the Mineral Leas- 
ing Act, we can’t get an option. We want the acreage, we have to do 
something to get the acreage, we are in an oil business, we see an area — 
we think is going to be worth while, the only way we can get it is to 
have somebody apply for a lease, so we can get an option, 

Senator Anperson. Why don’t you suppose you can get an option 
from the Federal Government ? 
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A. Because there is no provision in the act, sir. 

Senator Anperson. Because they couldn’t get through a bill to give 
you that; right ? 

A. I don’t know. 

Senator Anperson. They started out to control the number of leases, 
to keep it toa relatively small figure. The reason that has been raised, 
just granted options, and options, and options, until the figures got up 
to a staggering proportion, but you will find, if you got in a battle, 
to try to allow you to take options from the Federal Government, and 
then you can have all your employees come in and get. 50,000 acres 
apiece, that the end of independent processing on the public domain 
would be over. I think you will grant that. 

A. The Federal Government saw fit to let the owners have 200,000 
acres in options. 

Senator Anperson. They thought they were giving them a nonre- 
newable option, they found they weren't. 

A. On top of that, they didn’t allow these operators to acquire op- 
tions on lands that were not under lease. If the act had gone so 
far as to say operators could have 200,000 acres of options in any one 
State, whether it be from a lessee or from the Federal Government, 
then it would have done away with the necessity of using invitees, 
going into an area, so that we could get options. 

Senator Anperson. It sure would, you could take 200,000 yourself, 
and get each 6 of your employees 200,000, and shrink it down pretty 
fast. 

A. No: I am saying 1 company had 200,000 acres of option, re- 
gardless of who the option was from, whether it was the Federal 
Government or lessees. 

Senator Anperson. But their nominees could have as much as Mr. 
Murray has, hasn’t he got 40,000 acres ? 

A. We have no more than our acreage limitation, in any one State, 
insofar as options are concerned, regardless of who they are from. 

Senator ANperson. Al] right. 

For this reason, in order to maintain acreage holdings in this par- 
ticular area and to encourage the development of gas reserves on the 
public domain by maintaining acreage and diligently attempting to 
process it, it was often necessary to acquire a subsequent option from 
the individual lessees. 

Questions by Mr. Hannetr: 

Q. That is one of these options for geological and geophysical, is 
that right, exploration ? 

A. Under the present act, the geological and geophysical purposes 
is not tied to the option. 

Q. But, I mean, prior to the present act, this is one of those non- 
renewable options? 

A. Prior to. 

Q. Now, in many instances, you have successive options, or renewal 
options ¢ 

A. Ina number of instances, yes. 


Questions by Mr. Repwine: 


Q. Limit that, for the purpose of this discussion, prior to the enact- 
ment of the 1954 act, also? 
Yes 


ake 
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Q. And they—in many instances, they claimed that you were getting 
it for geophysical examination, which was not exactly true; was it? 
You never did anything about it? 

A. It says geological and geophysical reasons. We had a geological 
staff in Albuquerque, N. Mex., through all that period of time. Their 
primary reason for being here was to try to interpret the geological 
understanding of the San Juan Basin. Now, they might not have 
done geological work on every particular option we had, but they were 
working constantly on the San Juan Basin, from a geophysical stand- 

oint. And we had crews there all the time. 

Q. But they claimed it was for a geological study ? 

A. Which we were carrying on. 

The Mineral Leasing Act provides that lands held in a Federal 
unit are not subject to acreage limitations; it is the company’s policy 
that as soon as a suitable structure is found where we have options, 
negotiations are entered into with other parties having interests in 
the area and the area is defined to be unitized in order that the struc- 
ture may be properly drilled and produced through unitized operations 
for conservation purposes, in addition to holding the Federal acreage 
without chargeabilitv. 

The options acquired by us on Federal lands are standardized on a 
printed form, copies of which are available for review by your com- 
mittee. 

I have some copies here, if you would like to see them. 

Mr. Hannett. Now, are the instructions to your—— 

Mr. Repwine. May we have one in the record, Senator ? 

Senator ANpERsoN. At the top of the page, is that provision that the 


lands are not to be held if not producing. Is that new language since 
1953 ¢ 
A. No, that has been in, I believe, since 1946. 


OPTION AND ASSIGNMENT OF OIL AND GAs LEASE 


This Option, made this -_ day of 19__, by and between ‘ 

; mailing ad@rett- ss ok _.., hereinafter called Lessee, and 
, mailing address _........., hereinafter called 
Assignee, 

Witnesseth : 

Whereas has filed an application for an oil and gas lease under 
the Act of Congress, approved February 25, 1920 (41 Stat. 437), as amended, 
bearing Serial No. __-_, and covering the following described land in the County 

and the State of and containing _..._ acres, more or 
less; and 

Whereas said lease was issued to , and Lessee is the present owner 
of said lease as to the above described land. 

Now, therefore, for and in consideration of the sum of One Dollar ($1.00) 
and other valuable consideration, the receipt of which is hereby acknowledged, 
and which is acknowledged to be sufficient to support all the rights and privi- 
leges hereby granted, Lessee hereby grants unto the Assignee, or to Assignee’s 
qualified heirs, personal representatives, successors, nominees and assigns, the 
right and option to acquire by assignment and effective upon, in the event of, 
and to the extent of, the exercise of the option and the payment of the con- 
sideration therefor, does transfer and assign to Assignee the above described 
lease, when and if issued, to the extent that it covers or may cover the above 
described land, or any part thereof, free and clear of any and all liens, encum- 
brances or outstanding interests. : 

The Assignee is hereby granted the exclusive right during the term of this 
option to do and perform such geological or geophysical exploration as Assignee 
may desire on and in the vicinity of said land at,any time hereafter and until 
the termination of said option, including the right to drill core holes and per- 
form seismograph or other work thereon. If the above described lease has 
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issued, as above set out, then this option must be exercised by Assignee within 
three years of the date hereof; but if the lease has not been issued then this 
option must be exercised by Assignee within three years of the date of the 
lease; provided, however, in either case, that if all or part ef the land covered 
hereby is included in a cooperative or unit plan of development under said Act 
of Congress, as amended, duly executed by the parties hereto and submitted to 
the Secretary of the Interior for final approval prior to the expiration of the 
option period, then as:to such land so included, this option shall not expire, 
and the rights granted hereunder shall be extended until 30 days after final ap- 
proval or disapproval of said plan by the Secretary. 

If any rentals become due under said lease or lease application and prior 
to the expiration of said option period, Assignee shall either pay said rentals 
as to all of the above-described land, or as to part, and relinquish this option as 
to the land on which Assignee elects not to pay the rentals, and Lessee shall 
thereupon have the election of paying said rentals as to the relinquished land 
and of maintaining the lease as to such land for his own account, or Lessee shall, 
on or before the next rental paying date ensuing after such relinquishment, 
timely release said lease as to such lands so relinquished to Lessee. If there 
is any land in said lease that is not covered by this option, Lessee agrees that 
he will either pay the rental on such other acreage as it falls due or make 
timely release of the lease as to such land so as to protect the Assignee as to the 
land covered by this option. 

In the event said lease has not been issued, Lessee agrees to execute and 
file all documents and papers and do all things necessary to secure the prompt 
issuance of the lease. Upon the issuance of said lease, Lessee agrees to keep 
and maintain the same in full force and effect during the option period, and 
will not relinquish or suffer the forfeiture thereof, and will furnish Assignee 
with all communications and notices from the United States relating to said 
lease or application to lease. 

It is expressly understood that the consideration paid for this option is for 
delivery of a good and sufficient assignment of a valid lease title, and if, fi 
any reason, Lessee’s application for lease shall be denied, in whole or in 
part, or title to said lease shall fail, in whole or in part, Lessee, immediate}, 
on such denial or such failure, shall repay unto Assignee the cash considera- 
tion paid by Assignee for this option as to the land relative to which aia 
application has been denied or such lease title has failed. 

If said lease shall expire while the option hereby granted is still in force 
and effect, Lessee agrees to timely make application for the extension, renewal. 
exchange, or conversion of said lease, as may be permitted by law and regula- 
tion, and to take all other steps necessary to cause Lessee’s rights in and 
to a lease on said iand to be perpetuated, and this option, and the rights here- 
by granted to Assignee, shall attach to any such extension or renewal of sai 
lease, or to any exchange, conversion, or new lease that may be issued pursuant 
to said application. 

Lessee hereby consents that the above-described land may be made the 
subject of or committed to a unit or cooperative plan of development under said 
Act of Congress, as amended, and hereby makes, constitutes and appoints the 
Assignee, or any executive officer of the Assignee, if said party be a corporation. 
irrevocably, as the attorney in fact of Lessee, in the place and stead of Lessee, 
at any time during said option period, or after the exercise of said option as 
hereinafter provided to commit said land or any part thereof to the extent 
of any interest held, retained or reserved by the Lessee therein, to any such 
unit or cooperative plan which may be prescribed or approved by the Secretary of 
the Interior, involving any area regarded by the Secretary of the Interior, or 
his representative, as logical for unitization and to execute such plan on behalf of 
the Lessee with the understanding that such plan may provide for the pooling 
and allocation of production within such participating area as may be established 
or approved by the Secretary or his representative, upon a proportionate acreage 
or other equitable basis as may be prescribed or approved by said Secretary or 
his representative and such plan may contain such other provisions as may be 
inserted at the discretion of the Assignee, all to be effective upon the fina! 
approval of said plan by the Secretary of the Interior and to execute all instru- 
ments and do all things necessary to make said unit plan effective. 

Assignee shall have the right at any time and from time to time, without 
Lessee’s consent, to assign, transfer or convey, in whole or in part, the right 
and option acquired hereunder in and to all or part of the lands hereinabove 
described. 

In the event Assignee desires to commence drilling or development opera- 
tions on said land or any portion thereof after the date of exercise of this option 
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is to any part thereof and before Assignee’s assignment, as herein provided, 
as been approved by the Department of the Interior, Lessee does hereby designate 
\ssignee as his operator and agent, with full.authority to act in his behalf 
in complying with the terms of the lease and regulations applicable thereto and 
on whom the Supervisor, Oil and Gas Operations, or his representative, may 
serve written or oral instructions in securing compliance with the Oil and Gas 
Operating Regulations with respect to. the acreage as to which each option to 
assign may be exercised as hereinafter provided. It is understood that the 
designation of operator, as provided for in this paragraph, does not relieve the 
Lessee Of responsibility for compliance with the terms of the lease and the Oil 
and Gas Operating Regulations, pending approval by the Department of the In- 
terior of said transfer of interest to Assignee. 

The provisions hereof shall be deemed to. be covenants running with the lease 
and binding on, and inuring to the benefit of the heirs, successors and assigns of 
the parties hereto. 

Failure to exercise said option within the time limited shall have the effect 
if terminating this instrument and all rights granted thereby as to any land 
on which the option is not exercised, 

Election to exercise said option may be made by Assignee by either 

(a) notifying Lessee in writing of Assignee’s exercise of said option, and 
of Assignee’s election to consider this option as an assignment of said lease 
as to all or any part of the lands covered hereby. The notice as aforesaid 
shall describe the lands upon which said option is exercised and when such 
notice is delivered personally or deposited in the United States mail, as here- 
inafter provided, this option agreement as to lands described in said notice 
shall constitute, operate and be treated as an assignment of said lease, 
insofar as it covers the lands described in said notice, dated and effective 
the day such notice is so deposited; or delivered, as the case may be, OR, 

(b) notifying ‘Lessee of the exercise of said option. Said notice shall de- 
scribe the lands upon which said option is exercised and shall be delivered 
personally or deposited in the United States mails as hereafter provided. 
Upon receipt of said notice, Lessee agrees to deliver on forms submitted by 
Assignee a good and sufficient assignment of said lease insofar as it covers 
the lands described in said notice. 

Lessee will execute and deliver to Assigriee such other consents, affidavits, 
amended assignments, or other papers which may be found necessary to give full 
effect to said notice of exercise or to said assignment. 

The notice of election to exercise said option by Assignee may be made per- 
sonally or by written notice deposited in the United States mail, addressed to the 
Lessee at the address above prior to the expiration of the option period, and by 
delivering to Lessee or by depositing in the mail to Lessee’s address in like manner 
and time Assignee’s check in the amount of -.._ per acre for the acreage on 
which Assignee desires to exercise said option, or in lieu thereof said notice and 
payment may within said time be mailed to the 
which bank or its successors is hereby appointed as the agent of the Lessee for 
the receipt and deposit of such notice and payment, irrespective of any change of 
ownership of Lessee’s interest hereunder. 

Assignee may at any time during the option period exercise said option as 
to part of the above described land, and the option shall be deemed to be con- 
tinued for the full term of the option as to the remaining land, except to the ex- 
tent that Assignee shall expresly relinquish’ it; and Assignee may at any time 
thereafter likewise exercise said option as to part of the above-described land, 
and either continue said option as to the remaining land or relinquish it, or con- 
tinue the option as to part, and relinquish as to part.. For the purpose of notice 
hereunder the above-named addresses shall remain as the addresses of the parties 
hereto, unless and until written notice of change of address or change of de- 
pository bank is actually served on the other party, whereupon the new address 
shall be the address for the purpose hereof. 

The Lessee hereby warrants and agrees to defend the household title to the 
lands covered hereby. 

Executed by the Lessee the day and year first above written. 


(Nebraska, Nevada, New Mexico, individual acknowledgment) 


STATE OF 
County of , 88: 





90 ACREAGE LIMITATIONS 


Be it remembered, that on this — day of ——————-, A. D., 19—, before 
me, a Notary Public in and for said County and State, personally appeared 
———., to me known to be the identical person — described in and who 
executed the within and foregoing instrument and acknowledged to me that 

executed the same as —-——————— free and voluntary act and deed for 
the uses and purposes therein set forth. 

In witness whereof, I have hereunto set my official signature and affixed my 
notarial seal the day and year first above written. 


Notary Public 
My Commission expires 


(Colorado, North Dakota, Idaho, Montana, South Dakota, Wyoming, Utah, in- 
dividual acknowledgment) 

STATE OF 
County of ——————_,, 88: 

On this — day of ——————_, 19—,, before me —-————__, a Notary Public, 
personally appeared —-—————- to me known to be the person — described in 
and who executed and delivered the foregoing instrument, and acknowledged 
to me that — executed the same as — free act and deed. 

Given under my hand and seal of office, this — day of 


Notary Public in and for said 
County and State 
My Commission expires 


Questions by Senator ANDERSON : 


Q. Wasn’t it changed ? 

A. The only change, I believe, sir, in 1954, was the fact that there 
was some question as to whether leases, in their secondary term, that 
were placed in the unit, would not be held by the unit, if not pro- 
ducing, actually producing prior to the exploration, which was clari- 
fied in the 1954 amendment. Shall I continue? 

Q. Let me just ask 

(Off the record discussion. ) 

Q. (Continued.) Go right ahead, don’t wait for me. 

This form in general provides that we have exclusive right during a 
specified period | to carry on necessary geological or geophysical work 
on the option acreage, that the assignee (Stanolind) will pay all rentals 
due during the option period or delinquish options on lands which we 
do not wish to retain. Thereafter 2 a may release these lands or 

ay rental and maintain this acreage for his personal account. If land 
in the lease is not under option, the lessee agrees to pay rental on that 
part or timely release that part so as to protect the land covered by the 
option. The lessee agrees to keep and maintain the lease in force 
during the option period. If a valid lease is not issued on part or all of 
the land under option, the lessee agrees to return the consideration 
as to the part on which title failed. If the lease expires during the 
term of the option, the lessee will make proper and timely applications 
for an extension or renewal of the lease. The lessee agrees that lands 
may be included in Federal- -type units and agrees to sign such unit 
agreements as approved by the Secretary of the Interior. The assignee 

may convey the interest acquired under the option without the lessee’s 
consent. If the assignee desires to drill prior to exercising the option, 
the lessee agrees to designate assignee as its operator and agent. 
Failure to exercise the option within the time limit shall terminate 
the agreement. 

Election to exercise may be made by notifying the lessee in writing 
and subject letter together with this option shall constitute an assign- 
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ment or the lessee shall execute forms submitted by the:assignee where- 
upon the assignee shall pay or deliver to lessor or to a designated bank 
a specified amount per acre as a consideration for exercising the option. 
The lessee may at any time, and from time to time during the option, 
exercise any acreage covered therein. 

While we constantly maintain strict controls to be sure we stay 
within the acreage limitations, there are times that due 

Questions by Mr. Hannert: 

Q. Just a second, you say you maintain strict control to stay within 
the acreage. What is that strict control that you have ¢ 

A. We have our records set up, our Federal records set up in the 
separate files, we have a man that handles all Federal leases within the 
division, and he is constantly apprized of our acreage size. 

Q. And that occurred throughout the period from 1946, now, down 
to date, is that right ? 

A. Prior to decentralization in 1950, those records were all kept in 
the Tulsa office, the general office. 

Q. And there was a strict control, there ¢ 

A. Yes, sir. 

(). Now, is it an instruction to your landmen, to go out to these in- 
vitees, between option periods, reporting periods, go out there and 
acquire all the acreage they possibly can in a given block, that you 
want ? 

A. No. 

Q. What are they supposed to acquire? 

A. They are supposed to stay within the acreage limitations at all 
times. 


Questions by Mr. Repwine: 


(Y. Do they have before them, what the aereage limitations are, in 
the other area offices, as to the acquisition of acreage in the other area 
offices ¢ 

A. If 1 State is divided in 2 districts, it is necessary, in many 
instances, for the 2 districts to check with the Tulsa office, prior to 
decentralization, or check with the division office after decentral- 
ization. 

(J. How often did those offices report to the division office in Tulsa, 
before decentralization ? 

A. In the way our options are handled immediately before a lease 
being acquired, a notice is sent to all parties in the division office. 
From 24 notices of acquisition sheets, our records are set up, both in 
the division and the regional office. Accordingly, that is a constant, 
continuing cycle, going on as we are acquiring leases, 

Q. It is a cumulative record. At any given moment, you can deter- 
mine exactly how many acres you have? 

A. It is plus or minus an operational lag of the reports being in 
transit to the various offices. 

(. How much operational lag? 

A. In some cases, it might be several weeks, if a district is very 
active in acquiring leases, and there is a large volume of paper to set 
up, of leases to set up, their stenographic help might get behind in 
setting up the notices of acquisition. 

(2. You have—I can visualize a case like this, you have your land- 
men of one particular office all out there, busy working with their rel- 
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atives and.so forth, invitees. You also made an arrangement with 
brokers. . How often does your broker report to you? 

A. The broker, as a rule, reports to the district office, daily, as to 
his acquisition, or as to the—at least, as to the people he is trying to 
buy leases from, and as he acquires leases, why, they are being sent in, 
constantly, to the office. 


Questions by Mr. Hannerr: 


Q. I notice, in going through some of your reports, that the appli- 
cations in the options are taken the same date, the date of the appli- 
cation and the date of the option is taken the same date, and the people 
reside, obviously, in varying States, such as Colorado, New Mexico, 
and other States, possibly. How do you account for that, unless appli- 
cations are filed, held in land offices in blank, and the options, also, in 
the-—~ 

A. The applications are probably filled out and sent to the man, 
and he has signed both the application for the lease and the option 
at the same time. 

Q. Does that occur on numerous occasions, when you send to your 
invitee, an application and an option at the same time, they not know- 
ing where the acreage is, or not caring, as long as they get the 10 cents 
an acre / : : 

A. In most instances, those invitees, specifically Mr. Murray, was 
actually on the ground, checking the Federal records, and filing on the 
acreage, himself. 

Q. Was it at the request of Stanolind Oil & Gas Co.? Was that at 
the request of Stanolind, that he was in there doing—filing on the 
acreages, himself ? 

A. Yes. Yes. 
ae Was that the situation in the case of Lilly, Mrs. Lilly, or Miss 

illy ? 

A. Iknow nothing about that one. 

Q. Or Quitzeau, or the McManus’? 

A. I know nothing about those, those were prior to the time I went 
to Fort Worth. 

Q. Do you know of any leases being purchased by Stanolind, where 
they are put in another party’s name, such as Mable Senter, a pur- 
chase being made direet from the lessor, and Stanolind nominating a 
particular party to hold the lease ? 

A. Ihave no knowledge of that instant. 

While we constantly maintain strict controls to be sure we stay with- 
in the acreage limitations, there are times that due to operational prob- 
lems we have exceeded the limitations for short periods. As an ex- 
ample, we may wish to make a large lease play in an area where there 
are State, Federal, and fee lands. We know that in order to acquire all 
of the Federal lands that we will have to drop present options. How- 
ever, it is not known at the time how much acreage we can require so 
the amount of options to be dropped to acquire the acreage is not 
known. We decide what acreage we will drop, but do not actually do 
so until we have acquired the acreage. When a crew of brokers are in 
the field dealing with third parties for leases, it is often a matter of 
several weeks until we can compile the information to know specifically 
what acreage we have acquired. Because of this lag our records could 
possibly indicate that we have acreage which we have released, but 
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hich has not been removed from our records. For example, our files 
are maintained in the division offices by a man who specializes in Fed- 
eral acreage and has a thorough know ledge of the Mineral Leasing Act. 
The pur chase of leases and options is handled by the district offices, and 
upon ac quisition of an option a notice of acquisition is forwarded to 
the division office advising of this purchase. This is immediately 
noted on our records mantained as a control to determine the total 
options held in any one State. From this record periodic reports are 
given to the various departments to keep all informed of our acreage 
holdings. In the case of releasing Federal options, the district office 
writes a letter to the lessee advising him of our election not to con- 
tinue the option. Copies of these letters are then forwarded to the 
division office and, until such letter is received, even though a release 
of the option has been previously authorized, the option is not dropped 
from our records. 


Questions by Senator ANDERSON : 

Q. Now, just before you start that, may I get you to help me a little 
bit here? Now, the provisions on this acreage, total acreage, total 
acreage so held in common, and so forth, and Tam reading from the 
act, now, section 6 of the amendments, which is section 27 of the old 
act, I am not able to identify it, but you will know when I start reading 


what I am reading from, the part to which we had reference to, this 
morning: 


The interest of an optionee under a nonrenewable option to purchase or 
otherwise acquire one or more gas leases, whether then or thereafter issued or 
any interest therein, were taken for the purpose of geological or geophysical 
exploration, shall not, prior to the exercise of such option, be a taking or holding 


of control under the acreage limitation provision of any section of this act. 

Now, if it is a renewable option, is that land exempt from the lease 
requirements ¢ 

A. A nonrenewable option, as Mr. Whitford explained, that has 
been my understanding of what the Congress meant. 

Q. No, no, no; I am talking about a renewable option, if it is a 
renewable option, you would grant they could deduct that from the 
lease, but if they had a renewable option on it, which gave them con- 
trol, they would have to charge that against their lease acreage; 
wouldn’t ‘they ? 

A. We have no renewable options, as such. 

Q. Well, he has got one that says it is renewable, the law says non- 
renewable, but he has made it renewable, by virtue of the contract. 

A. I would say it isnot renewable. 

Q. Oh, you would, but the Federal judge said it was renewable and 
if would say it was renewable, and I believe the Congress would say 
it was renewable. 

A. Well, as an example, if I have a 5-year lease on the house and, 
at the end of that 5-year period, I acquire a new lease for another 5- 

year period, it doesn’t make that lease renewable, it just makes it a 
successive lease. 

Q. Well, was there anything, when you made that lease, that said 
it should be nonrenewable ? 

A. It didn’t say anything about me having the right to renew it. 

Q. Certainly not, and the ¢ Congress—— 

87402—-57——7 
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A. Well, our lease option doesn’t say we have the right. 

Q. No, the option doesn’t, but the law of the United States is what 
you are dealing with, and it says a nonrenewable ¢ 

A. No, sir; it isnot renewable. 

Q. Itis not renewable? 

A. No, sir. 

Q. That is good, because the lawyer, here, a while ago, thought it 
was. 

A. He and I disagree in the language. We don’t disagree in the 
interpretation. I say we do not renew options, we take successive 
options. 

Q. He had that term, too. All right. Let me go back now to this 
question of unitization. Have you been around—you have been 
around the oil country a good many years? 

A. Yes, sir; about 30 years. 

Q. Have you seen producing fields? 

A. Ihave worked with them. 

Q. What is an oil pool ? 

A. Anoil pool? Well, it is an accumulation of oil within a forma- 
tion fo one type or the other, whether it is a monocline, anticline, or 
stratigraphic. 

Q. Do you know what exists, until you get into it? 

A. You don’t definitely know; no, sir. 

Q. Now, the Secretary of Agr iculture—under section 5, it says— 
for the purpose of more naturally conserving the natural resources of any gas 
pool field or like area. 

A. Like area. 

Q. Yes; like area. It can’t say unlike area. If it didn’t prove 
a like area, he can get a cooperative unit, and therefore you can 
deduct it. Now, the instance you gave, you didn’t have any oil field, 
did you? 

_ We have a like area that would be—— 

Q. Just be patient enough to get to that, later on. These were lands 
that you put together, and got a unitization agreement, and you said, 
before even a drill had gone down ? 

A. That is right, that is according to the law. 

Q. In accordance with what law ? 

A. With the Mineral Leasing Act. 

Q. What does the Mineral Leasing Act say ? 

A. The Mineral Leasing Act said Federal wildcat units can be 
formed to encourage development on the public domain lands. 

Q. Oh, I will get to that, oh, yes. Now, that is another section of 
law I want to get to, this section. 

A. That is the section we unitized under. 

Q. I know you are, but I am questioning this information a min- 
ute, here, if you don’t mind, for more properly conserving the natural 
resources of any oil and gas pool. Now, was this land, which was 
thrown together, on which a drill had never even started down, was 
that an oil or a gas pool? 

A. It = be. 

Q. It might be, yes; I might be Pope, but I am not. 

That hes got a better chance of being an oil pool, sir. 
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Q. Well, I don’t know whether it has; what is the difference? You 
mean, then, that the possibility that it "will become one, is the yard- 
stick ¢ 

A. Yes, sir. 

Q. Um-humm. And then, it says, “an oilfield”; is it an oilfield ? 

A. Those are very loose terms. 

Q. I am trying to find out what Congress is going to have to write 
into the bill, so it isn’t a loose term. If they use the word “oil pool,” 
you say any accumulation of land, anywhere in the world, whether 
there is an oil well in it or not, is an oil pool, because it might be ? 

A. It might be. 

Q. Then the whole Atlantic Ocean is an oil pool, it might be? 

(Witness nodded. ) 

Q. The Pacific Ocean is an oil pool, in your definition, isn’t it? 
And ev ery strip of land in the world is an oil strip? 

A. No, sir. 

Q. It might be ? 

A. No, sir. 

Q. That is your only definition in the world, it might be? 

A. In areas where there is known sedimentary sections, it might be. 

Q. Well, do you know there isn’t a sedimentary section in the Pacific 
Ocean ¢ 

A. There are areas we know of sedimentary sections. 

Q. Well, could you unitize the whole Pacific Ocean ? 

A. I don’t know who you could get it from. 

Q. Well, you can get 10 miles, under the Texas theory, and 3 miles 
under the Federal Government? s theory. Would you unitize all that? 
I am just trying to find out if maybe unitization ought to be applied 
to only production under this 

A. I think, sir, if that was the case, instead of encouraging devel- 
opment on the public-domain land, it would deter. 

Q. Well, you do know, though, that an oil and gas pool or field ought 
to be recognized terms, just like they thought nonrenewable was a 
rec ognized t term. It developed nonrenewable isn’t, it means renewable, 
but you have to learn that, after experience. Now, the section you 
refer to says the Secretary of the Interior is hereby authorized on 
such conditions as he may prescribe, to approve operating and drilling 
contracts, and so forth, but there is nothing in that, that says those 
contracts shall be exempt from the acreage limitation? 

A. I believe it is at the Secretary’s discretion they can be. As I 
recall, 

Q. Can you find that for me? 

A. Lam not too familiar with it. 

Q. I don’t know where it is. As I say, it might be, again? 

A. Yes; it says: 

The Secretary of the Interior is hereby authorized on such conditions as he 
may prescribe, to approve operating, drilling, or development contracts made 
by one or more lessees of all oil and gas leases by one or more persons, associa- 
tions, or corporations within his discretion and regardless of acreage limitations. 
Now, that is without regard to acreage limitations. Now, this is not 
unitization. This is a development contract not a unitization con- 
tract. There is an example of that type of contract in the San Juan 
Basin, in the Blanco area, as I recall, where the operators got together 
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and entered into a common contract with two common gas carriers, 
to develop the acreage on a basis as set out in that paragraph. 

Q. So if it isn’t there, would you therefore concede the only place 
you have unitization and the right to take out the acreage developed 
y unitization, is the area where you have an oil or gas-pool field or 
like area ? 

A. No, that area, there, does not pertain to unitization. 

Q. The section I am reading doesn’t provide for unitization ? 

A. No,sir. That is a different procedure from unitization. There 
is a separate paragraph on Federal type of exploratory units. 

Q. Thad better try tofindthat. All right. 


Questions by Mr. Hannett: 

Q. I—this renewal of options, then, they become renewable by vir- 
tue of the fact that you have reliable invitees, is that it 

A. They are not necessarily renewable, we can get a second option, 
or a successive option. We feel that we have a good chance of doing 
that. 

Q. In fact, in many instances, the optionee, or optionor is ap- 
proached at least 2 or 3 weeks before the exercise of the option, and 
he signs a new option, which is dated at the expiration of the first 
option ? 

A. I did not say that. 

Q. Well, it happens, though, doesn’t it / 

A. No, I don’t believe it does. 

Q. It never has happened ? 

A. It is not signed. I say we discuss it with him, prior to the 
expiration. 

Q. And you take it—in many instances, your landmen take it to 
him, and have him sign it, prior to the expiration but it is dated after 
the expiration date? 

A. Ido not know it, if that exists. 

Q. Would there be anybody in your organization who would know 
that? 

A. I would say our fieldmen, who are out in the field, would know 
that. 

Q. Would John Thompson know that? 

A. He might. 

Mr. Matonz. When our witness says he would know that, he means 
he has no knowledge of whether it occurred, and that the men in 
the field might have knowledge whether it occurred, or not. 

A. I didn’t mean—he would know whether or not that did occur, 
that is right, of his own personal knowledge. 

In conclusion, I would like to state some of my personal observa- 
tions and recommendations concerning the Mineral Leasing Act. 
I feel that the leasing of Federal lands could be improved. The act 
does not encourage development on the public domain, but hinders it. 


Questions by Mr. Hannett: 
Q. You say, there, Mr. Hamilton, that the act, at the present time, 
does not encourage development on the public domain, but hinders it / 
A. Yes, sir. 
Q. Does it hinder it by virtue of the fact that companies can go 
in through invitees and tie up great quantities of acreage? 
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A. It hinders it to the extent that there are a large number of 
people that own leases on the Federal lands, that hold them for specu- 
lation only. They acquire a lease with no intention of ever develop- 
ing the property. They hold it in hopes that the area will become 
interesting, and that major operators who are in the business of 
drilling and finding oil, will buy the lease from them. 

Q. Well, normally, companies of the type which you are associated 
with, employed by, are interested in blocking up acreage, isn’t that 
correct, they like to block in an area? 

A. That 1s true. 

Q. In a pool? 

A. Yes. 

Q. And if they can’t block up acreage, they try to rescue whatever 
they can from a particular option, 2 or 3 options they may have, which 
won't form a block, by farming it out to somebody, don’t they ? 

A. We do, yes. More so in fee-land areas than we do in public 
domain. 

Q. But you do do it in public domain ? 

A. To a lesser extent, yes, sir. 

Q. And in that way, you are speculating, your company is specu- 
lating on whether or not they are going to be able to block up, get a 
producing pool, or whether they are going to get anything out of 
that acreage / 

A. We are, we are not—we are taking a gamble that we will acquire 
enough acreage that we can justify the expenditure of drilling a well, 
but normally, when we acquire acreage, we acquire it with the inten- 
tion of drilling, that is the reason we are in business, is to drill—buy 
leases, drili oil wells and produce oil. 

Senator ANDERSON. Mr. Hannett, can I break into your chain of 
thought for a minute? I am trying to find this extra provision of 
the law, which you said had unitization, Mr. Redwine thinks I am 
in the right section, Mr. Hoffman thinks I am in the right section, 
would you find me the section number, if I am not in the right section 4 

A. Iam not familiar with every section of that. 

Senator Anperson. Well, get your attorneys. Or if there is an 
other attorney here, who knows the unitization section of the law, if it 
isn’t section 17, I would be happy to have them contribute the infor- 
mation. I am not an attorney, [ recognize that fact, but if you have got 
legal advice on it, and can tell me, I would be glad to have it. Is there 
a lawyer that knows that section 17 is not the section ? 

Mr. Repwinez. May I read from the regulation, circular 1927, put 
out by the Bureau of Land Management, cooperative conservation pro- 
visions. Cooperative or unit plans, footnote for the extension of leases 
committed toa unit plan. That authorizes the lessees and their repre- 
sentatives to unite with each other or join, separately, and so on and 
so on. Last sentence, all leases committed by or approved, shall be 
accepted in determining acreage chart. That is repeietien 129.20. 

Senator Anperson. Well, I want the provision of the law that is 
different from that section 17. 

Mr. Martone. Mr. Chairman, if I understand the difficulty, per- 
haps this will help solve it. There was section 17, which has subpara-’ 
graphs, it does cover unitization—— 

Senator Anperson. The witness assured me it didn’t. 

Mr. Martone. No. 
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Senator Anperson. He said there was another section. I want him 
to find the section. 

A. Lam not an attorney, sir. 

Senator Anperson. I am not, either, but if that section doesn’t, what 
other section does it? 

Mr. Matone. I thought the misunderstanding occurred on a devel- 
opment contract which may also result in the acreage not being charge- 
able. That provision of the statute 

Senator Anperson. I am not interested in that, at all. 

Mr. Matone. That was the paragraph to which the witness’ atten- 
tion was directed. 

Senator Anperson. I said I was reading from this section 17, which 
was subsection 5 of the act, and I started out “For the purpose of more 
properly conserving.” I referred to the oil and gas field, but you said 
the unitization section comes in another part of the law. I want the 
other part of the law. 

A. Lam sorry, sir, I don’t know the other part of the law. 

Senator Anperson. Can you find an attorney that says there is an- 
other part of the law? 

Mr. Matone. Section 17 of the act covers it, you are correct, the 
witness is in error. 

Senator Anperson. Now, if it is correct, will the witness tell me 
where this oil pool is, on this undeveloped land? I suspect it is there, 
you hope it is there, but you don’t know it is there, and the law applies 
to places where there are oil pools. Not imaginary oil pools. 

A. Sir, I relied on unitization of Federal land, based on our legal 
department’s opinion. 

Senator Anperson. Well, your legal department doesn’t think much 
of some other opinions that have been written, including some a Fed- 
eral judge was about to release, but what about the language, here? 
As I pointed out, the language said nonrenewable option. Your legal 
department thinks a nonrenewable option is a renewable option. Well, 
the simplicity, in getting around that, appeals to me, but I don’t think 
itis correct. In this particular instance, it says a gas pool or field. 

A. Doesn’t it also qualify a like area? 

Senator Anperson. That is right, but like doesn’t mean unlike, not 
any more than renewable means nonrenewable. 

A. I don’t know how that has been construed that way, but I know 
there has been thousands of units 


Questions by Senator ANDERSON: 


Q. So do I, they are on production basis, now on units, before 
production. 

A. That has been a practice on Federal lands for a number of years. 

Q. How many? 

A. That has been in effect since 1928, I believe. 

Mr. Matonz. May I suggest the USGS has complete jurisdiction 
of that, and the operator is entirely subject to the determination of 
the USGS, and I am sure they can clarify this problem. 

Q. I don’t question the right of the USGS to go out and set up a 
unitization agreement, or to set up any sort of an operating agree- 
ment, looking forward to a unitization agreement. I am trying to 
find out, under what theory you charged off these operating agree- 
ments, that may some day lead to unitization, and then take the acre- 
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age in them, and deduct them from what you are charged with. Now, 
we are trying to find out if excessive acreage is being held, and if it is 
being held under some sort of operating agreement, that may blossom, 
when you get oil and develop an oilfield, and it should not be prop- 
erly char ged, should not be properly deducted until you get producion, 
in my opinion. Now, if the law isn’t written that w ay, that is what 
we are trying to find out. 

Mr. Martone. May I suggest, sir, that that determination is made 
by the Secretary of the Interior, and that is the construction which 
he has uniformly placed on the law. We hold no brief for or against 
it, but it is the interpretation of the Department of the Interior, by 
which the operators are bound, and as far as I know, it has been so 
construed since the unitization exclusion provision was first in effect. 

Senator Anperson. Well, I tried to say, earlier, when statements 
were being made, Mr. Malone, I don’t blame operators for accepting 
a regulation they think has been promulgated by the Department, 
and under which they are supposed to operate. I am not complaining 
about that, but there have been complaints made that excessive acreage 
has accumulated. Now, one of the ways is by this unitization agree- 
ment, and I am asking if the unitization agreement, here, is—really 
is applicable to this sort of thing, until an actual oilfield has been 
developed. If it isn’t, then regardless of the regulation, I say if regu- 
lations are in conflict, I think the law is ruling. 

Mr. Matong. I certainly wouldn’t argue that conclusion. 

Senator Anperson. I don’t say one ‘side is right, or one side is 
wrong. I just believe one of the things which is tending to bring out 
this problem, which Congress gets faced with excessive acreage, isn’t 
a gag to get around the acreage limitations of the law, and I think 
some . testimony to that effect might be developed. 

Mr. Matone. If you will per mit counsel to take the witness stand, 
I will be glad to speak on the subject. 

Senator ANDERSON. W ell, we may give you a chance to, shortly. 

Mr. Matong. I will be happy. 

Questions by Mr. Repwine: 

Q. May I refer back to the bottom of page 6? “The Act,” you say 
does not encourage development on the public domain, but hinders it. 
Because of acreage limitations there is not the flexibility of operations 
there is on fee “lands, State lands or even Indian lands. As an 
example—— 

Senator Anprerson. You hadn’t gotten that far, had you? 

A. That was just around 

Senator Anprerson. He was “In conclusion,” I thought. 

A. No; the last sentence was “The Act does not encourage.” 

(2. Would you, before I complete that sentence, read the rest. of the 
paragraph ? 

The act does not encourage development on the public domain, but 
hinders it. Because of acreage limitations there is not the flexibility 
of operations there is on fee lands, State lands or even Indian lands. 
As an example, in areas where lands under lease are fee lands, com- 
panies will farm out acreage or contribute money for wells in the. 
vicinity of the acreage in order to evaluate it. Such practices are 
not as prevalent in areas where large amounts of Federal acreage is 
held under option for the reason that as discovery might place the 
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company in a position of having acreage under option they could 
not exercise because of acreage limitations. Accordingly, develop- 
ment on the public lands may be delayed. 


Questions by Mr. Repwine: 


Q. Now, I would like to go back to “because of acreage limitations, 
there is not the flexibility of operations.” No, ahead of that. The 
act does not encourage development on the public domain, but hinders 
it. What are we getting, some hindering down here, with respect to 

your sentence that such practices are not as prevalent in areas where 
nae amounts of Federal acreage is held under option? 

A. That is the hinderance that I am referring to. 

Q. Acreage option they could not exercise ? 

A. Because of the act defining so many acres, that the company can 
hold in one—in any one State. 

Q. In other words, the way this operates, the intent of Congress 
that there should be development, is being avoided ? 

A. It is being held back, yes, sir, because of the fact that companies, 
to stay in business, have to have a backlog of acreage. They can’t 
just go out here in one area, and buy acreage and sit there and hold it, 
and if it is no good, go someplace else. That is no way you can build 
up reserves for the company. You have to have a backlog of areas 
where you can drill at future times. As a result the backlog of 
acreage that we can drill is predominantly in fee areas, without 
regard to acreage limitations. We will go into an area and buy. We 
know we are not going to develop in 1 year, but we are a corporation, 
there are other corporations down the road, they have to have a back- 
log of reserves, and the only way you can do that is by acquiring and 
developing your acreage. 

Q. The whole development, you run the risk of having chargeable 
acreage, but hold that development 

A. Because you have no way of taking the acreage, you would be 
— the acreage limitations. You are prohibited, by law, from taking 
the lease. 


Questions by Mr. Hannett: 

Q. You work them into unit plans, as fast as you can, and get 
them out ? 

A. We do, yes, sir, but that takes a lot longer than going out into a 
Federal land area, and just developing the area. As a prime example, 
is the northeastern part of Colorado. If that was there, there 
wouldn’t be the development in the area as there is, as it stands right 
now. 

Another example of the shortcomings of this act is an incident in the 
State of New Mexico a few years ago. A large area in southeastern 
New Mexico had been withdrawn for oil and gas leasing due to the 
value of the land for potash. Subsequently, this was reopened to 
filing, but under the act the only way it could be leased was by having 
“ames are filed. A notice was placed in the Federal Register that 
all applications filed up to a certain date would be considered simul- 
taneous filings and if more than one filing was made on a tract, which 
tracts were limited to the Federal acreage in any one section, a drawing 
would be held to determine the successful applicant. Asa result, thou- 
sands of people flocked to try their luck on the lottery. True, many 
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legitimate operators filed, but by far the majority were people who 
knew nothing of the oil business but who hoped to get the tract for 
practically nothing and sell it to an operator for a fabulous profit, 
People from all points of the country attended the drawing and when 
their number was called it was like picking a winner at the Irish 
Sweepstakes. Leases were sold by these speculators for prices ranging 
to hundreds of dollars per acre plus overriding royalties. 


Questions by Mr. Repwine: 


Q. Mr. Hamilton, in the use of invitees, in most instances, aren’t 
they people who know nothing about the oil business? 

A. That is possible. 

Q. And your sentence above, about what happened, it could apply 
to them, if you would take out the one word “fabulous”? Also I mean 
your statement, “by far the majority of people know nothing of the 
oil business, but hoped to get the tract for practically nothing and sell 
it to an operator for a profit” ? 

A. They were participating in a lottery, more than anything else. 

Q. Yes, but isn’t it true that in most instances, your “invitees” are 
people who know nothing about oil business? 

A. In some instances, yes, in other cases 

Q. And who have been persuaded to go into this for a profit? 

A. Fora profit, but with the understanding that we, who are taking 
the option, are going in there to develop the public domain lands; we 
are not asking that man to acquire the lease to merely sit back and 
hold it, and not encourage development on the public domain; we 
are doing that so we can develop the public domain. 

Q. If you are not going to develop it, you are not going to drill on it, 
on the optioned land, for the reason that discovery might place the 
company in the position of having acreage under option they could 
not exercise because of acreage limitations? 

A. I stated, in this previous paragraph, that the present Mineral 
Leasing Act, with its acreage limitations, hindered the development 
on the public domain. I think it makes it much slower for the public 
domain to be developed, because of the fact that companies are limited 
to the amount of acreage they can have, in any one State, at a given 
time, their activities in that State are going to be hindered accord- 
ingly. If that doesn’t hinder it, I don’t know what does. 

Q. In other words, the policy is to get as many leases in your own 
name as possible, if you believe in the lands having possibilities, and 
then do your development on fee-simple land, and private land, is that 
the policy ? 

A. No, sir, we—we take Federal lands, we are constantly forming 
Federal-type units, in order that we can continue to develop the public- 
domain land, without regard to acreage and limitation. 

Q. In other words, the only safe way, from the company’s view- 
point, is to bring it under unitization ? 

A. That is the only way we can stay in business, and keep develop- 
ing the State; yes, sir. If we went into a State and got 46,080 acres 
of leases in production, and we didn’t have the benefit of unitization, 
we couldn’t develop any more acreage in that State, nor could any 
other operator in the same position, or any individual. 

Most of the public-domain areas have not been developed as fast as 
areas in Texas, Oklahoma, and Kansas where the acreage is practi- 
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cally all fee, State, or Indian. For a number of years many felt that 
the reason was that the Rocky Mountain States, where most of the 
Federal acreage is located, were too far from the consuming areas to 
complete with the midcontinent area. Look at northeastern Colorado 
and western Nebraska today. This area is one of the most active areas 
in the world. If these lands had been Federal instead of fee and 
State lands there would not be one-tenth of the activity because of 
acreage limitations tying the operators’ hands. A number of com- 
panies who are actively developing the area hold leases on millions 
of acres of fee and State lands in this area. I would say that a big 
percentage of these wells would not be drilled if we did not contribute 
acreage or dry-hole money. If these were Federal lands, the com- 
panies could support only a limited number of wells because of the 
inability to exercise options if the acreage was productive. 

It is my suggestion that acreage limitations be abolished and that 
competition be permitted to operate as it does with other types of 
leases. 

I believe that the present Mineral Leasing Act with its acreage limi- 
tations has seriously retarded development of prospective areas in the 
public-domain States. Individuals ate made a practice of filing on 
open Federal lands not with the intent of actually developing them 
but holding the leases and charging legitimate operators a price which 
returns a large profit to them and, in many cases, asking prices that 
legitimate operators are hesitant to pay, with the result that sufficient 
acreage concenration to justify spending hundreds of thousands of 
dollars on exploratory drilling is not feasible. 


Questions by Mr. Hannetr: 


Q. Mr. Hamilton, I take it from the tenor of your testimony, that 
when Stanolind blocks out this acreage, it goes into the unit agreement, 
that Stanolind is the one, at all times, putting up the money and drill- 
ing that unit? 

A. Where we are the unit operator, we are probably paying the 
predominant part of it; yes, sir. 

Q. I see, but in many instances, when you have got this acreage 
written off and not chargeable to acreage, you are not the unit operator, 
isn’t that right? 

A. Some cases that is true, but we are contributing to the cost of 
the well. 

Senator Anperson. Mr. Hannett, will you try to finish your ques- 
tions by 5 o’clock, so we can get out of here? 

Mr. Hannert. All right. Go ahead. 

Mr. Hamiuton. In addition, where these owners will not lease for a 
reasonable price in many cases they are quite unreasonable in joining 
in Federal-type units for the development of the areas unless they are 
given special privileges of various kinds. The elimination of the 
acreage limitation would, for a large part, eliminate this problem in 
public-domain areas and would allow legitimate operators to develop 
= public-domain area as it has been done in other parts of the United 

tates. 

It has been stated that the acreage limitations are for the protection 
of the general public and to guard against large operators obtaining 
most of the control over the large public-domain areas. This is easily 
refuted by specific examples of areas of the United States where major 
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and independent alike operate side by side, each having an equal 
chance to develop the area. The above-mentioned northeastern Colo- 
rado and western Nebraska is a prime example in that by far the 
large majority of discoveries have been made by small operators work- 
ing in cooperation with the large oil companies in securing help from 

hem both in the way of acreage contributions and also direct money 
ce ibutions toward the drilling of wildcat wells. 

Senator AnpERson. We have about 10 minutes. Do you have any 
more questions? I think we will stop with this witness, and start 
again—I think 9:30 is probably early enough. I think 9 o’clock was 
straining it a little bit, this morning. Thank you. 

(W hereupon, at 4:50 p. m., on the 20th day of September 1956, the 
subcommittee hearing was recessed until 9:30 a. m., on the 21st "day 
of September 1956.) 
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INVESTIGATION OF OBSERVANCE OR NONOBSERV- 
ANCE OF ACREAGE LIMITATIONS OF MINERALS 
LEASING ACT 


FRIDAY, SEPTEMBER 21, 1956 


Untrep Srates SENATE, 
SpecrtAL SUBCOMMITTEE OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Albuquerque, N. Men. 

The special subcommittee met, pursuant to recess, at 9:35 a. m. in 
Bernalillo County Courthouse, Hon. Clinton P. Anderson (chairman) 
presiding. 

Present : Senator Anderson. 

Also present: George W. Hannett, special counsel to the subcom- 
mittee; and Robert W. Redwine, assistant counsel. 

Senator Anperson. The hearing will be in order. 

Mr. Henriques, we will start with you. 


TESTIMONY OF DOUGLAS HENRIQUES—Resumed 


Senator AnpErson. We will swear the two witnesses appearing 
with you. 

Do you solemnly swear that the testimony you shall give before this 
subcommittee of the Senate Committee on Interior and Insular Affairs 
shall be the truth, the whole truth and nothing but the truth, so help 
you God? 

Mrs. Ham. I do. 

Mr. Paptita, I do. 


TESTIMONY OF MRS. HAZEL HAM AND FRED PADILLA 


Senator Anprerson. Mr. Hannett, do you have some questions? 

Mr. Hannerr. Yes, I do. I would like to direct them first to Mr. 
Henriques, 

In your testimony yesterday, Mr. Henriques, you said that you were 
at Salt Lake City, Utah? 

Mr. Henriques. Yes, sir. 

Mr. Hawnnerr. As I recall from your testimony yesterday, Mr. 
Henriques, if a man, his wife, his secretary, all together, even his dog 
if he came in there and his name looked all right could take 46,086 
acres, the present allowable acreage ? 

Mr. Henriques. 46,080, I believe. 

Mr. Hannett. If he came in there with an application that looked 
regular on its face to you, you would allow it to go through and every- 
body would get their leases, is that it ? 
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Mr. Henriques. I believe that is what I said. 

Mr. Hannerr. Now, in reference to these various orders of the 
Bureau of Land Management in checking upon that type acreage or 
those types of applications, none of that would arouse suspicion in your 
mind? 

Mr. Henriquss. There are certain conditions wherein it might, yes; 
but, if each or every application was filed, each independently of 
another and each on its face appeared to be a valid application, I think 
we would have no reason to question it. 

Mr. Hannerr. Now, you said that you were in the Salt Lake City 
office on July 11, 1952. Are you acquainted with the appeal from the 
Bureau of Land Management in the case of Antonio DiRocco et al.? 

Mr. Henriques. I have heard of that case; yes. 

Mr. Hannetr. That was an opinion rendered out of the Salt Lake 
City office ; is that correct ? 

Mr. Henriques. Before my time. 

Mr. Hannert. It is dated July 11, 1952. I have here a photostatic 
copy. 

Mr. Henriques. I believe, sir, that that is not a Salt Lake City deci- 
sion. I believe that is headed Washington, D. C. The action was 
taken in Salt Lake City before I was in the land office at Salt Lake 
City. 

Mr. Hannertr. But this came back, and you got a copy of this 
decision ? 

Mr. Henriques. I have seen a copy of that decision; yes. 

Mr. Hannerr. And it was a decision which was rendered from an 
appeal of the Salt Lake City office? 

Mr. Henriques. That is correct. 

Mr. Hannerr. And you saw this while you were in the Salt Lake 
City office; is that right ? 

Mr. Henriques. I have seen it; yes. 

Senator Anperson. Do you want to identify for the record what 
you have there? 

Mr. Hannert. I have in my hand what purports to be a photostatic 
copy of the opinion of the Solicitor, Mastin G. White, of the Depart- 
ment of the Interior, on A-26434, entitled “Antonio DiRocco et al.; 
Salt Lake City 01975; oil and gas leases canceled; applications for 
leases rejected. Appeal dismissed, in part; decision affirmed.” 

Mr. Henriquss. If I may say so, I believe that should be identified 
as a copy of a copy. 

Mr. Hawnnetrt. It is a photostat of what may be a copy of a copy. 

Mr. Henriques. Right. 

Mr. Hannetrt. It purports to be. Do you have the original of that 
decision with you? 

Mr. Henriques. I don’t have it here. 

Senator Anprerson. Do you have any doubt of the authenticity of 
this? 

Mr. Henriques. None whatsoever. 

Senator Anperson. Very well. We can subpena the original if it 
is necessary, but I do not see why it should be necessary. 

Mr. Henriques. It is not necessary. Yesterday I was interrogated 
how I knew of a certain decision which I had not officially received. 
I might have received it or information thereof through the same 
service of which this is a copy, the Gower Federal Service in Denver. 
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Mr. Hannetr. Would you like to look at this and see whether you 
have seen it before ? 

Mr. Henriques. I have seen it. I will so stipulate. 

Mr. Hannetr. That was an appeal by the attorney for certain appli- 
cants for Federal oil and gas leases, isn’t that correct, from a decision 
of the local land office? 

Mr. Henriques. That is correct; in Salt Lake City. 

Mr. Hannett. Now, I would like to read into the record the facts, 
and later submit for the record a full copy of this opinion. 

(The full record referred to appears in the sarees 


The facts of the case appear to be as follows: 

George W. LaPeire and Glen M. Ruby, both geologists, and Frank A. Mat- 
trocce entered into an arrangement whereby Mr. Ruby, who lived in Salt Lake 
City, Utah, was to select public lands in Utah that appeared to be suitable for 
oil and gas leasing; Mr. Mattrocce, who lived in Los Angeles, was to find persons 
to file applications for oil and gas leases on the selected lands; and Mr. LaPeire, 
who also lived in Los Angeles, was to secure powers of attorney from the 
applicants for the handling of the applications and the leases when issued. 

Pursuant to this arrangement, Mr. Mattrocce secured 11 of the appellants to 
apply individually for a total of 23 oil and gas leases. These persons signed 
their own application forms, but left blank the spaces for the descriptions of the 
lands to be covered by the respective applications. The applicants also gave 
Mr. LaPeire irrevocable powers of attorney authorizing him to handle the 
applications and the leases when issued. 

The powers of attorney took two forms. Under one form, the applicant 
authorized Mr. LaPeire to file in my name, application for oil and gas lease * * *, 
to cover in my name and as elected by said attorney in fact, all or any part of 
the lands involved, by option agreement prior to issuance of said lease and 
thereafter, by such instrument or instruments of contract, assignment, operating 
agreement or otherwise as elected by said attorney in fact, the purpose of which 
may be incident to negotiation for or conclusion of prospecting said lands for 
their potential mineral content and following commercial discovery therein, the 
development of said lands and the marketing therefrom of said mineral content, 
upon such terms or conditions and with such reservations of related, participating 
yalues as elected by said attorney in fact, this power being coupled with the 
personal and continuingly vested interest of said attorney in fact. 


Then it goes on to say the balance of the powers of attorney. 
They also secured a second power of attorney which was somewhat 
comparable to the power of attorney in the first instance, but it said: 


* * * contained substantially the same provisions * * * and, in addition, 
provisions stating that Mr. LaPeire had no authority over money paid by the 
applicant to the United States, that any refund of such money should be made 
directly to the applicant, that the power of attorney would terminate upon he 
relinquishment of any lease that might be issued or upon the inclusion of the 
leased land in an operating agreement, and that, upon 30 days’ notice to Mr. La- 
Peire, the applicant could request him to withdraw the application or, at 
Mr. LaPeire’s election, reimburse the applicant for money paid in connection 
with the application, in which event the applicant agreed to assign to Mr. La- 
Peire the lease issued pursuant to the application. 

In the exercise of his broad authority under the powers of attorney, Mr. 
LaPeire entered into an agreement with Mr. Rudy regarding each of the appli- 
cations— 


Then they set forth these various applications, various agreements. 
y ; é 


Subsequently, during late May and early June 1951, the applicants filed revoca- 
tions of the powers of attorney previously given by them to Mr. LaPeire. Be- 
cause the powers of attorney were irrevocable without Mr. LaPeire’s consent, 
the revocations were not accepted until June 20, 1951, after Mr. LaPeire had 
filed his consent to the revocations. 

Following an investigation of the matter by the Department, the decision of 
January 5, 1952, was rendered, canceling the 15 leases which had already 
been issued and rejecting the eight applications which were still pending. 
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This detailed recital of the facts clearly discloses that the nominal applicants 
were merely used as “fronts” for the purpose of effectuating the arrangement 
that had been worked out in advance by the real parties in interest. The net 
effect of the powers of attorney given by the applicants to Mr. LaPeire, and of 
the latter’s agreement with Mr. Ruby, was that the applicants gave up practically 
all control over their applications for leases and over any leases that might be 
obtained pursuant to the applications; that the “managers” were to have contro] 
over the leases with respect to entering into drilling or operating agreements 
or other arrangements * * *. 

The situation described here is quite unlike that where a bona fide applicant 
enlists the aid of another person to help him in connection with the filing of 
an application for an oil and gas lease. It is recognized that an applicant may 
need the assistance of a geologist in determining what land to apply for, or he 
may desire other help in preparing or in prosecuting his application. Such 
assistance can be obtained and the applicant nevertheless remain the real party 
in interest. In this case, however, it seems to be clear that the filing of the 
applications was first planned by Messrs. Ruby, LaPeire, and Mattrocce, and 
that the applicants were only later obtained for the purpose of using their names 
and money to effectuate the scheme. These nominal applicants plainly were 
not the real parties in interest with respect to the filing of the applications. 

It is true that under the powers of attorney and the agreement beween Mr. 
LaPeire and Mr. Ruby, the “managers” were not given all the powers of a 
lessee. For example, they apparently were not authorized to undertake the 
applications. In that connection, however, it apparently was never contem- 
plated either by the nominal lessees or by the “managers” that any of them 
would actually drill on the leased lands. It was obviously intended from the 
beginning that their sole endeavor would be to turn over the leased lands to some 
operator for development. * * * 

It is also true that, prior to the actual receipt of any leases under the plan, 
the powers of attorney that had been given to Mr. LaPeire were revoked. This 
drilling of wells themselves on lands that might be leased pursuant to the 
was apparently the result of dissention among the “managers” * * *. 

The precise position of Mr. Smoot in the arrangement described above is not 
clear from the record. It appears that the arrangement was originally entered 
into by Mr. Ruby with Messrs. LaPeire and Mattrocce. There is some indica- 
tion in the record that Mr. Smoot acted simply as Mr. Ruby’s representative 
or agent in carrying out Mr. Ruby’s part in the arrangement. On the other 
hand, Mr. LaPeire’s letters transmitting the applications for completion and 
filing were addressed to Messrs. Ruby and Smoot, jointly. These letters seemed 
to imply that Mr. Smoot was participating in the plan as an interested party. 
* * & 

Thus, it appears that, in connection with the submission of the 23 applica- 
tions under consideration here, the real parties in interest were Messrs. LaPeire 
and Ruby, and perhaps Mr. Smoot, and that these parties comprised an associa- 
tion for the purpose of carrying out and operating under the plan. 


Then pertinent parts of the Mineral Leasing Act are recited in this 
opinion, such as: 


* * * No person, association, or corporation * * * shall take or hold at one 
time oil and gas leases exceeding in the aggregate 15,360 acres * * * in any 
one State * * *, 

This statutory provision is implemented by a departmental regulation * * * 
which was issued under the authority conferred on the Secretary of the Interior 
by section 32 of the Mineral Leasing Act * * * and which provides in part 
that— 

“No person, association, or corporation * * * may hold more than 15,360 
acres in any one State * * * through the ownership of * * * interest in 
leases * * *,” 

The 23 applications involved in this proceeding embraced lands containing a 
total of 37,286.37 acres. Under the arrangement described above, effective 
direct control over the 37,286.37 acres covered by the 23 applications was to be 
secured and exercised by the association * * *. 


I am leaving parts of this out. as I go along. 
Senator Anpprson. You intend to put in the entire document? 
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Mr. Hannerr. That is correct. [Reading :] 


Hence, the plan provided for the securing of control over and the acquisition 
of the major interest in leased acreage greatly in excess of the limitation pre- 
scribed by law. The acreage covered by the leases actually obtained under the 
plan, before the departmental investigation brought it fully to light, exceeded by 
more than 8,000 acres the maximum acreage of 15,360 permitted an association 
in a single State. 

In the light of these facts, the principles laid down in a series of cases dealing 
with the coal-land statute (Rev. Stats. 2347-2350; 30 U. S. C., 1946 edition, secs. 
71-74) appear to be applicable. That statute authorizes any person or associa- 
tion to enter a maximum of 160 or 320 acres, respectively, of coal lands upon 
the payment of a certain price, and it provides that only one entry may be 
made by the same person or association. 


Then the Solicitor referred to the case of United States v. Trinidad 
Coal & Coking Co., a suit to cancel on the grounds of fraud certain 
patents for coal lands which had been entered by officers and em- 
ployees of the defendant corporation, ostensibly on their own behalf, 
but in reality on behalf of the corporation which had exhausted 
its right of entry. The entries in question were made pursuant to a 
scheme whereby the purchase money for the tracts was furnished by 
the corporation and the land was conveyed to the corporation after the 
patents were issued. The Court held that the scheme was in violation 
of the coal statute and that the patented land had been fraudulently 
obtained from the United States because, if all the facts had been dis- 
closed at the time he entries were made, the patents could not have been 
issued without violating the statute. 

Then it goes on to say the 15 leases that were issued cover 23,833.39 
acres, 

Also it refers to the case United States v. Keitel (211 U. S. 370 
(1908): 

The Keitel case involved an indictment of the defendants for conspiracy to 
violate the coal statute by procuring other individuals to enter coal lands in 
their own names and ostensibly on their own behalf, but actually on behalf of 
the defendants, who had exhausted their rights of entry. Conceding that the 
persons making the entries would have been qualified to make the entries if 
they had acted on their own behalf, and that the statute imposed no limitation 
on the right of a purchaser of coal land to sell the land after acquiring title to it, 
the Court held that the nominal entrymen could not make the entries on behalf 
of the defendants and as their agents. 

Then it goes on through and holds, does it not, that this scheme 
which was used in the particular case of using nominal parties, 
invitees 

Mr. Henriques. It doesn’t say “invitees.” It says “through a 
power of attorney.” 

Mr. Hannert. But they are nominal parties. They are not the real 
parties in interest. 

Mr. Henriques. A power of attorney entered into that. 

Mr. Hannerr. Many people who file in the Land Office have powers 
of attorney, do they not ! 

Mr. Henriques. That is true, sir. 

Mr. Hannett. Have you ever investigated those powers of attorney, 
Mr. Henriques, to determine whether or not they were following a 
comparable scheme to that used in this case? 

Mr. Henriques. Where it appeared that the person holding the 
power of attorney in his own name and as attorney in fact exceeded the 
limit we would investigate, yes. 

87402—57——8 
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Mr. Hannetr. How many times have you had that occasion arise? 

Mr. Henriques. I have not personally had it arise. 

Mr. Hannetr. Then how do you know that you investigate if that 
arises? Is it by hearsay that you are saying that it would be investi- 
gated ? p 
' Mr. Henriques. Permit me to say, we have seen no case in my 
knowledge wherein under the acreage limitation as an individual and 
as an attorney in fact, any of these persons had exceeded the total 
acreage allowed under one chargeable limit. 

Senator Anperson. Could I ask a question. Do I understand you 
now to say that if Mr. A acts as attorney in fact and he only takes 
about 25,000 acres and Mr. B, who obviously is working for the same 
people, comes and takes 25,000 acres and Mr. C, also representing the 
same oil company, takes some, that that does not violate the statute / 

Mr. Henriques. As a power of attorney he would sign for some 
other person. Then we would have a total exceeding, and would in- 
vestigate. 

Senator Anprerson. Would you have a total exceeding? 

Mr. Henriques. If these persons are appearing as attorneys in fact 
for a third party each, if several of them buy, as you say, 25,000 for 
Mr. A, 25,000 for Mr. B, 25,000 for Mr. C, that adds up to 75,000, which 
exceeds 46,000, and we would investigate. However, if Mr. A took 
25,000 as attorney in fact for a third party and 10,000 in his own name, 
I can see no reason why we should investigate because he is under 
46,000 acres in his own name and as attorney in fact. 

Senator AnpEeRson. You pointed out in the Featherstone matter 
that since Mr. Featherstone took only so much and his wife took only 
so much and his attorney took only so much and his trust took only 
so much, they were all in compliance and, therefore, there was no 
violation. 

Mr. Henriqurs. According to our records the holdings of Mr. 
Featherstone are for Mr. Featherstone. The Featherstone Corp., 
which is, I believe, wholly owned by Mr. Featherstone, is included 
when we count Mr. Featherstone’s acreage. We don’t know that his 
wife is not a separate person. We don’t know that his attorney is not 
a separate person. We assume they are. 

Mr. Hannert. It is your contention, then, that a man and wife can 
hold ninety thousand-some acres. 

Mr. Henriques. Until such time as we get the ruling we have re- 
quested we have to assume that, sir. 

Mr. Hannerr. Why can’t you assume the opposite and let appli- 
cant contest it to be sure that this is going out in accordance with law? 

Mr. Henriques. Then, sir, I think we would have to contest every 
application. 

Senator Anperson. You mean they are all over that amount, they 
are all excessive ? 

Mr. Henriques. Under the intimation I get from your counsel, sir, 
that seems to be his attitude. 

Senator Anperson. No; I am not trying to say what his attitude is, 
but I can speak for my own attitude. If I see the name of John R. 
Jones, 46,000 acres, and Mrs. John R. Jones, 46,000 acres, I presume 
that might be the same family and I might require a showing that 
they have not exceeded the limit. What is wrong with that? You 
say you wouldn’t do it. Why wouldn’t you do it? 
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Mr. Henriques. Principally, sir, I think because of the director’s 
memorandum of October 25, 1953. 

Mr. Hannerr. What did it say on that subject? 

Mr. Henriques. That said that from now on you will spot check 
only if, as, and when. It did not say you will continue this quarterly 
interrogation. 

Senator AnpErson. Then you would not look at it because of the 
director’s requirement that you spot check. You are trying to find 
out what that director’s requirement was designed to do, and it is 
your opinion now that if you saw Mrs. John R. Jones and Mr. John 
R. Jones that the director’s opinion was to tell you that you should 
not investigate that but should spot check others. 

Mr. Henriques. No, sir. 

Senator ANpERSON. Would that not be the first one you would spot 
check ? 

Mr. Henriques. Yes, sir. 

Senator ANDERSON. Well, that is fine. 

Mr. Henriques. We would spot check but, again, until we get an 
affirmative ruling from our Department solicitor that husband and 
wife are not individuals and cannot, each in his or her own name, hold 
the maximum acreage, I can see we have no cause for action. 

Senator AnpEerRson. When did you ask for that? 

Mr. Repwine. Mr. Chairman, we asked that he furnish a copy of 
that for the record this morning. May we have it at this time? 

Senator ANpErRSoN. I hate to interrupt your orderly questioning, 
Mr. Hannett, but I am trying to find out something on this com- 
munity-property situation. 

Mr. Hawnetr. That is perfectly all right. 

Senator ANnperson. Do you want to submit one of these for the 
record ¢ 

Mr. Henriques. You may have them all, sir. 

(The following was later received for the record :) 

DEPARTMENT OF THE INTERIOR, 
BUREAU OF LAND MANAGEMENT, 
LAND OFFICE, 
Santa Fe, N. Mex., Jume 25, 1596. 
Memorandum to: Field solicitor. 
From: Manager, land office. 
Subject: Opinion requested in community property. 

In the State of New Mexico it is our understanding that under the community 
property law, husband and wife share ratably in all property held in the name 
of either one. If this is correct, can a husband and wife each file an offer to 
lease for oil and gas describing the same land without creating duplicate filings? 

I have been informed that this practice has occasionally been used by some 
of the professional lease brokers. If it is incorrect, we desire to put a stop to 
said practice. 

DouGLas E. HENRIQUES, Manager. 

Senator Anperson. This says June 25, 1956. This could have no 
bearing on what he did in October 1953. 

Mr. Henriques. Sir, I came to New Mexico where they have com- 
munity property. 

Senator Anperson. As I tried to say to you, I think you must 
divorce your thinking from the fact that you came here in June. 

Mr. Henriques. They do not have it in Utah. 

Senator Anperson. The land office is a continuing thing. 
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Mr. Henriques. My question, sir, was not appropriate in Utah. 
Utah does not have community property. New Mexico does. That 
is why I asked the question as soon as I came here, so that I would 
be given advice on this subject of husband and wife holding. 

Senator Anperson. I am trying to separate you from the position 
you hold. You, as an individual, may have only recently become 
curious; but I am trying to find out why the office did not become 
curious. 

Mr. Henriques. Sir, I don’t know why my predecessor did not. 

Senator Anperson. Has it been your understanding that, under the 
Coal Leasing Act which permitted me to file on 2,560 acres, that my 
wife could also have filed on 2,560 acres? 

Mr. Henriques. I think, sir, it would have been so held, 

Senator Anperson. That is strange. I was advised in 1921 or 1922, 
when I made one of those applications, that she could not. I wonder 
how that happened? Have you ever been told that she can in areas 
of this nature? 

There are a good many community-property States. Can a hus- 
band and wife both file coal leases in community-property States? 

Mr. Henriques. I am not certain on that point, sir. I would think 
in other States they might be able to. I don’t know community 
property. 

Senator Anperson, Is it your understanding? 

Mr. Henriques. I don’t understand the community-property law 

et. 

Senator Anprerson. You sent this letter on June 25 to the field 
solicitor. Where did that go? 

Mr. Henriqusrs. To the Drip étienintts field solicitor for New Mex- 
ico, stationed in Santa Fe. 

Senator Anperson. Therefore, you walked across the aisle and 
dropped it on his desk? 

Mr. Henriques. We are in separate buildings, sir. 

Senator Anprerson. You are in separate buildings. Even with the 
post-aliee service, he should have had it in 3 or 4 days; should he 
not ‘ 

Mr. Henriques. I would think so. 

Senator Anperson. Now, has he replied to you? 

Mr. Henriques. No, sir. 

Senator AnpERson. You were curious about this Featherstone case 
up there. Have you been curious as to why he has not replied to you? 

Mr. Henriques. Yes, sir. 

Senate Awnperson. Did you ask him why he had not replied to 
you 
: Mr. Henriques. Yes, sir. 

Senator Anperson. What did he tell you? 

Mr. Henriques. He said he thought the question was of such para- 
mount importance he was referring it through channels to the depart- 
mental collaibie: 

Senator Anperson. Good. Did he tell you when he referred it? 

Mr. Henriquss. I believe he did, but I don’t remember the date. 
It was shortly thereafter. 

Senator ANperson. So that Washington has had it then for 2 or 3 
months ? 
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Mr. Henriques. I think we could safely assume they have had it 
for some time. 

Senator Anperson. You would not think we were precipitous if we 
asked Washington if they had reached any decision on it then? 

Mr. Henriqugs. Indeed, I would not. 

Senator Anpgerson. Thank you. We will try to find out what they 
are doing with it back there. Obviously, somebody does not want to 
answer that question. 

The letter says: 

In the State of New Mexico it is our understanding that under the community- 
property law, husband and wife share ratably in all property held in the name 
of either one. If this is correct, can a husband and wife each file an offer to 
lease for oil and gas describing the same land without creating duplicate filings? 

Describing the same land * * * 

Why is that in there? 

Mr. Henriques. The question came up, sir. In New Mexico the 
lands which are presumed to be valuable for oil and gas, Federal lands, 
are intensively leased, and there are not many good acres for prospect- 
ing left. Periodically, Federal leases expire for one reason or another. 
When the records have been so noted, because the acreage has a certain 
value many people have made a practice of filing simultaneously in the 
Santa Fe land office to obtain such leases. It has been suspected that 
some interests file more than one offer or have more than one offer 
filed to defeat the fairness of the Government drawing. 

We have, from the record, seen husband and wife filing on the same 
land. Now, that was the question I asked. 

Senator Anperson. That is not the question that is involved here 
at all, is it? You are getting down to that legal lottery they ran up 
there. 

Mr. Henriques. It is that, but I think, sir, it can be expanded to 
encompass this other situation which at that time I wasn’t as aware 
of as I am right now. 

Senator ANpERSON. Could it not be asked directly whether the limit 
on acreage which an individual family might hold, husband and wife 
is 46,000 acres or 92,000 acres? Have you ever raised that question 

Mr. Henriquzs. Not officially, I believe ,sir. 

Senator ANpERSON. Then how did you handle the Featherstone mat- 
ter where it was husband and wife? 

Mr. Henriques. Over the years we have considered a husband and 
wife as separate entities. 

Senator Anpgrson. In all States? 

Mr. Henriquszs. In all the States which I am familiar with, sir: 
New Mexico, Colorado, Wyoming, Utah, and Nevada. 

Senator Anprerson. If the husband had made the application and 
did not indieate in some way that it was his own sole and separate 
property, his wife immediately acquired an interest in that filing, 
did she not? 

Mr. Henriques. That is the question we are trying to find out, sir. 

Senator Awnpverson. You do not have to hunt very far for that, do 
you % 

Mr. Henriques. I would think in a community-property State she: 
would share if it was community property. If it was his own money, 
she might not. Conversely, if it was her own money, he might not. 
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Senator Anperson. Apparently you did not understand my ques- 
tion. I said to you if there was no showing on the application that 
this was his sole and separate property would she not automatically 
share-in the application ¢ 

Mr. Henriques. I believe not, sir, under the Federal regulations. 

Senator Anperson. You believe not. Why do you believe not! 
What Federal regulation says that she does not, in a community 
property State, immediately share in that, because she shares if it 
is not from his sole and private property. 

Mr. Henriques. Excuse me.. I didn’t understand your question. 
You mean community property. I thought you said any State. 

Senator Anperson. I am trying to confine this to New Mexico. 
The Featherstone case is a New Mexico case, along with other States. 

Mr. Henriques. I think it might be held that she would share if he 
did not so state. I don’t know whether it is our province to ask that 
question. 

Senator Anperson. Would you not say that someone has to get 
suspicious some day ? 

Mr. Hawnnetr. Senator, may I ask a question ? 

Senator AnDerson. Yes. 

Mr. Hannerr. Quoting from this opinion again, it reads as follows: 

The Department is under a statutory duty to see to it that the acreage limita- 
tion prescribed by law is enforced, and that other requirements of law are met 


by persons seeking or holding oil and gas leases. This statutory duty cannot be 
discharged— 


that is underlined— 


unless the Department knows, in connection with each application or lease, the 
real party or parties in interest with whom it is dealing. Such a plan or scheme 
as that involved in this proceeding is incompatible with the proper administra- 
tion of the law, because it conceals from the Department the identity or identities 
of the real party or parties in interest. 

Senator AnpErson. Now, you do not feel that you have any duty 
to enforce the law? 

Mr. Henriques. I think I have, sir. 

Senator Anperson. Very well. If you have, and you are located 
at Santa Fe, N. Mex., in a community property State and a married 
man files an application for a lease and does not show that it is from 
his sole and separate estate; and if his wife then subsequently files 
an application and does not show that her money is from a sole and 
separate estate, you certainly are obligated to conclude that that is 
community property, are you not, that they are using; and that, there- 
fore, they both have interests in both applications and it is up to them 
to prove it isnot so? Would that not be the proper assumption ? 

Mr. Henriques. Perhaps it could be argued that way, sir. 

Senator AnpERsON. Do you want to ague it the other way? Do you 
want to argue that you have to find out each time that these people 
are in the clear and that you cannot presume that a husband and wife 
filing in a community property State both have interests in the 
application ? 

I filed a coal lease one time and had to show some things about 
myself. I did not regard it as an affront when they made me show 
that I was a United States citizen. 3 

Mr. Henriques. Sir, the offer to lease has a place for certification 
by the offerer, which we accept. 
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Senator AnpeRson. Why do you accept it if you have a suspicion 
that it is not the fact ? 

Mr. Henriques. If we have the suspicion, sir, we ask questions. 
If we don’t have the suspicion, we don’t ask questions. 

Senator Anperson. If the man’s name is Featherstone and his wife’s 
name is Featherstone, and the application comes from the same State, 
would not that suggest that it came from the same place ? 

Mr. Henriques. Sir, no more than if their name is Trigg or 
Donohue. 

Senator ANnvERSON, I would let you include another common name, 
Anderson. If you got, one from my wife, or from my office, would you 
write a letter saying, “I am trying to see if anybody is interested in 
enforcing acreage limitations” ¢ 

Mr. HENRIQUES. Yes, sir. We are-interested in enforcing acreage 
limitations within the regulations as we read them. 

Senator ANDERSON. What has the Santa Fe office thus far done, so 
far as you can find out or as far as any of these other people can 
tell me, toward the enforcement of acreage limitations? Have you 
ever cited a case, or questioned one lease ? 

Mr. Henriques. Sir, in answer to the memorandum—— 

Senator ANnDerson. Never mind the memorandum. 

Mr. Henriques. This is historical. These are things you asked us 
to bring back today... I believe Mr. Padilla is the one who can discuss 
it because he prepared these demand decisions, and we have copies of 

the decisions we prepared, together with the answers from the lessees’ 
showing of acreage, pursuant to the Director’s memorandum of 
November 1952 until October 1953, as was discussed yesterday. 

Mr. Repwine. Mr. Chairman, 

Senator ANpERSON. Yes. 

Mr. Repwine. May we read, again, from the instructions of Novem- 
ber 25, 1952, to all regional offices : 

In view of the above it is considered essential that each land office take the 
necessary action to avoid the approval to anyone at interest in excess of those 
permitted by law to be held. Accordingly, commencing with the montk of 
January 1953 each land office will select five from among those who most 
frequently file offers for oil and gas leases, assignments of such leases, etc., and 


call upon them by decision to file within 30 days from notice a list of all their 
oil and gas heoldings under the Mineral Leasing Act— 


and so forth— 
the duty is imposed upon the applicant or holder to show that he is not in excess. 


Senator Anperson. Mr. Hannett, I promise not to bother you for a 
few minutes. Go ahead. 

Mr. Hannetr. I would like to read one thing further since you are 
acquainted with this opinion. 


It is immaterial that the nominal applicants may have been qualified in their 
own right to file applications. It is also immaterial that some or all of them may 
have been completely uninformed regarding the LaPeire-Ruby plan and its 
inconsistency with the acreage limitation prescribed by law. The fact is that 
they gave Mr. LaPeire full authority to enter into the sort of arrangement that 
he did enter into, and they cannot disavow the consequences of his acts. 


This opinion has not gone to the court and been changed, as far as 
you know, has it? 
Mr. HENRIQUES. Not so far as I know. 
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Mr. Hawnertr. As far as we know it still is in effect. You might 
make that observation. vee 

You knew, and the men in the land office knew, that it is immaterial 
that the nominal applicants may have been qualified in their own right 
to hold title. You knew that that was immaterial under this Solicitor’s 
opinion. 

yl Anperson. The reporter cannot get the nod of the head. 

Mr. Henriques. I know. ; nae 

Mr. Hannetr. So there should be some investigation on all a pli- 
cations which are filed to determine whether or not the persons filing 
the applications are the real parties in interest, is that right ? 

Mr. Henriques. It would seem that that is the way the argument is 
running. 

Mr. Hannerrt. Is it true or is it not true that there should be an 
investigation ? 

Mr. Henriquss. Sir, we haven’t had the time nor the personnel to 
do it. People file offers. They make a certification. We accept it in 
the absence of evidence to the contrary. 

Senator AnpErson. They would not submit that evidence, would 
they? If he makes a certification, he is not going to give you any evi- 
dence that his certification is false? 

Mr. Henriques. I believe, sir, yesterday it was mentioned that this 
is a highly competitive business. If anyone suspects, they are free to 
convey their suspicions to us and, upon proper showing, we will 
investigate. 

If we pursued the course of investigating and demanding this infor- 
mation from everyone, I doubt if we would have any leases issued in 
New Mexico, and that we would have an even greater backlog of work 
than we now have. 

Senator Anperson. Are you trying to tell me that the Mineral Leas- 
ing Act is not enforcible? 

Mr. Henriques. No, sir. I am not trying to tell you that. I am 
saying that upon suspicion we investigate. 

Senator Anprerson. But you have not had a suspicion in a long time, 
have you? 

Mr. Henriques. I think, sir, you are trying to put words in my 
mouth. 

Senator Anperson. No; I am trying to get facts from you. 

Mr. Henriques. We have had suspicions. We have checked our 
records. We have not found any situation which we believe intolerable 
under the regulations. 

Mr. Hannetr. Is it required that these powers of attorney have to 
be filed in the county clerk's office anywhere before they are presented 
to your office, to determine whether or not the person who is exercising 
the power of attorney in making an application has actually got this 
power of attorney recorded ? 

Mr. Henriques. Not so far as I know. I believe all he has to do is 
submit it to us with the offer which he signs as attorney in fact. 

Mr. Hannerr. And in many instances powers of attorney are given 
to people other than those who are appearing before your local land 
——— they just appear in the land office in Washington, is that 
right ¢ 

Mr. Henriques. I do not know on that point. I think a power of 
attorney and an attorney in fact might be slightly different things. 
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Mr. Hannerr. Those powers of attorney are sometimes given to 
people who present them to the Land Office in Washington for the 
purpuse of expediting any action on the lease, isn’t that right? 

Mr. Henriques. I don’t know that there are powers of attorney in 
that. I think an attorney merely enters his appearance in the case 
so he may intercede for the applicant. 

Mr. Hannett. In those powers of attorney, have you had occasion 
to examine them fully, or do you just look at the first part of the 
power of attorney and see what it does? 

Mr. Henriqurs. Every power of attorney I have seen, sir, I have 
read, 

Mr. Hannett. Fully? 

Mr. Henriquss. Fully. 

Mr. Hawnnetr. And do those powers of attorney which you have 
read fully contain the same powers of attorney which are included 
within the powers of attorney given these gentlemen in this? 

Mr. Henriques. I have not seen those powers of attorney, sir. The 
powers of attorney which I have seen are not so broad. 

Mr. Hannerr. But do they include the right to enter into operat- 
ing agreements ? 

Mr. Henriqurs. There have been times, yes. 

Mr. Hannerr. And since this opinion came down ? 

Mr. Henriques. Yes. 

Mr. Hannerr. You have made no further investigation on those 
particulars as to just what was the reason for giving that power of 
attorney, or investigate to determine whether or not this type of pro- 
ceeding was being followed by the person having the power of 
attorney ? 

Mr. Henriquss. No. 

Mr. Hannerr. Which of your witnesses can give the information 
which we requested ? 

Mr. Henriques. On the serving of these demands for acreage show- 
ing, Mr. Padilla. 

Senator Anperson. Mr. Padilla, have you got enough copies of 
these so we can look at them ? 

Mr. Henriques. We will file two with your committee. 

: Senator Anprerson. How long have you been in the office of Santa 
‘ef 

Mr. Papriia. Seven years. 

Senator ANpERsON. Will you give us your initials and the position 
you hold in the Land Office? 

Mr. Papiuia. Fred E. Padilla. My present position, sir? 

Pe Anverson. That you have had during the time these were 
ed, 

Mr. Papiiia. Adjudicator. 

Senator Anperson. In the land office at Santa Fe? 

Mr. Papruna. Yes, sir. 

Senator Anprerson. And your present position. 

Mr. Papriia. I am a land-law examiner in the land office. 

Senator AnpERsON. Land-law examiner ? 

Mr. Papiiia, That is right. 

Senator Anperson. Would you briefly describe what a land-law 
examiner does? 
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Mr. Papriua. I review and examine different types of applications 
that are filed in that office. 

Senator Anprerson. For what purpose? 

Mr. Papiiia. To determine whether or not the applicant is qualified 
to receive the lease to which he is applying. 

Senator ANprerson. And to see if the application conforms to the 
law ¢ 

Mr. Papirua. Yes; I check that to verify whether or not he has 
complied w ith all of the regulations pertaining to such filing. 

Senator Anperson. Do you have anything to submit to us in refer- 
ence to the instructions of January 1952? 

Mr. Henriques. November 1952. 

Senator Anperson. November 1952 and the 1953 order. 

Mr. Papmua. Yes; I do, sir. I have two sets of decisions whereby 
we called on different parties to furnish us a list of their holdings, 

Senator Anperson. You call these demand decisions, do you? 

Mr. Papua. Yes, sir. 

Senator AnpErson. What is the first one / 

Mr. Papitwa. I have different dates here. The first one here is on 
Mr. M. F. Abraham. 

Mr. Hannetr. May we have a copy of that? 

Mr. Henriques. You will have a copy of all of them, sir. 

Mr. Hannert. I would like to have a copy while you are going over 
them. 

(The material referred to is in the files of the committee.) 

Senator Anperson. Why was he selected, as you now recall ? 

Mr. Paprra. As I recall it appeared from our records that he had 
in his name more than 15,360 acres. 

Senator Anperson. What did you ask him? 

Mr. Papmiia. We asked him by the decision of October 30, 1953, to 
furnish us with a list of his holdings on that date. 

Senator Anprerson. May I go back. The order of November 1952 
said that quarterly you do this sort of thing. What did you do at the 
end of the first quarter ? 

Am I right to say quarterly ? 

Mr. Henriques. Yes, sir. 

Senator Anperson. What did you do at the end of the first quarter? 

Mr. Papua. At that time we called on five person to submit a list of 
their holdings. 

Senator ANperson. Who are those persons ? 

Mr. Papruxa. The first one is Dudley Cornell. 

Mr. Hannerr. What letter is that? 

Mr. Papa. The decision of January 29, 1953. 

Mr. Hannetr. What five are they? 

Mr. Papriua. Dudley Cornell, Emily K. Connell, Vincent Cuccia, 
Shirley V. Thompson, and Mr. E. B. Todhunter. 

Senator ANperson. What was the instruction you had with refer- 
ence to that, to check the individuals who handled the most transac- 
tions? 

Mr. Papriua. Yes, sir; I believe that would be correct. 

Senator ANperson. These were the individuals who had the most 
transactions through the land office at that time ¢ 

Mr. Papiixa. It appeared to us that they had a number of holdings. 
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Mr. Henriques. The letter said: 


Accordingly, commencing with the month of January 1953 each land office will 
select five from among those who most frequently file offers for oil and gas leases, 
issignments of such leases, etc., and call upon them by decision to file within 30 
days from notice a list of all their oil and gas holdings under the Mineral Leasing 
Act of that particular State. 

Senator ANperson. These were five among those most frequent ? 

Mr. Papmtna. Yes, sir. 

Senator Anperson. I understand none of the major oil companies 
ire among those who frequently do this. 

Mr. Henriques. In their own name they do not, sir. 

Mr. Hannerr. What do you mean by “in their own name they do 
not?” 

Do you mean they file in somebody else’s name ? 

Mr. Henriques. Our records reflect the name of the offeror. The 
records do not reflect the name of major oil companies more frequently 
than individuals. 

Mr. Hannerr. Do your records reflect whether or not an employee 
of a major oi] company is a man putting up the money ? 

Mr. Henriques. Our records do not indicate the antecedent of the 
applicant or offeror of application. They only certify they are 
citizens. 

Mr. Hannerr. How about checks that come into the land office? Do 
your records show who signed that check that comes into the land 
office when an application is filed ? 

Mr. Henriqurs. No, sir. We sometimes on the receipt indicate if 
the remitter be different from the applicant. 

Senator Awperson. Sometimes ? 

Mr. Henriques. I don’t know how long the practice has continued, 
sir. We do it now. 

Senator ANpEerson. When did you start doing it? 

Mr. Henriques. That I have no knowledge of. 

Senator Anprerson. Does anyone here know / 

Mrs. Ham. Two or three years. The practice started about 3 years 
ago. I am not certain, but I would say about 3 years ago where the 
receipt would be written to the applicant and if the check wasn’t the 
applicant’s check we showed whose check it was on the receipt. 

Mr. Hannetr. The first one that you have before you is which one? 
Dudley Cornell ¢ 

Mr. Papruia. Dudley Cornell. 

Senator Anperson. What did you ask him? 

Mr. Papmiua. We asked him to furnish us a list of all his oil and gas 
holdings under the Mineral Leasing Act in the State of New Mexico. 

Mr. Hannerr. That included any interest that he had in any com- 
pany, if he had the controlling stock, interest, or anything else? 

Mr. Papua. That is right, sir. We call them by serial number, 
showing the amount of interest held in each case, the nature of interest, 
such titleholder of lease or offer of lease and the operator or royalty- 
interest holder. 

Mr. Hannerr. Why did you pick him? 

Mr. Paprtza. Well, his name was picked at random as to person to 
call on to furnish this list. 

Mr. Hannett. I notice that there is no major oil company included 
in any of these files. Why wasn’t one of their names picked at random ? 

Mr. Papmua. I don’t know, sir. 
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Senator Anperson. Doesn’t random operate in the major oil com- 
pany field? 

Mr. Henriques. Sir, the direction to call upon these people was five 
umong those who most frequently file offers. 

Senator Anperson. It didn’t say pick at random ? 

Mr. Henriques. No; from among those most frequently filing. If 
we have more than five we have to pick at random among those who 
most frequently file, sir. It did not say any other specifications for 
individual partnership or association. It says five among those who 
most frequently file. 

Senator Anperson. Don’t you think Mr. Padilla should have an- 
swered that Mr. Cornell was one of those who most frequently filed ? 

Mr. Henriques. I believe he should have said that. 

Mr. Hannerr. You weren’t there at that particular time, so you do 
not know what exactly happened. 

Mr. Henriques. Not here, sir. I know what happened in Salt 
Lake. 

Mr. Hannettr. Who did pick these at random ? 

Senator ANpErson. Who selected the names. 

Mr. Pavia. That is up to the manager of the land office and he 
assigned the duty to me to prepare this and mail it out to different 

arties. 
* Mr. Hannetr. You picked the names at random, then, is that cor- 
rect, Mr. Padilla? 

Mr. Papma. I may have suggested certain names to be called on. 

Senator Anperson. I do not understand your testimony. Your tes- 
timony was that the manager turned it over to you. Did he turn it over 
to you, or did he not? 

Mr. Pavia. Yes, he did. 

Senator Anperson. And having turned it over to you, did you select 
the names, or didn’t you ? 

Mr. Papua. He more or less told me what names. He selected 
them. 

Senator Anperson. If he selected the names he did not turn it over 
to you, did he? 

Mr. Papria. He just told me to prepare the decision calling on cer- 
tain parties. 

Senator Anperson. He selected the names? 

Mr. Papua. I would say so. 

Senator Anperson. You did not? 

Mr. Papa. No, sir. 

Mr. Hannetr. Then major oil companies very seldom, in the land 
office, file applications for oh in their own name, is that right? 

Mr. Pavia. That is right. 

Mr. Hawnnert. So in acreage holdings, you would not know any- 
thing about how much option acreage they had, and you limited your 
inquiry here just to applications, is that right, of those who were filing 
applications for lease, is that it? 

Mr. Papua. Applications as well as assignments involving leases. 

Mr. Hannerr. But you didn’t look for the option holdings of the 
companies ? 

Mr. Papa. No, sir. 

Mr. Hannerr. Or how they were handling their option holdings! 

Mr. Papua. No, sir. 
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Mr. Hannett. Has it ever been brought to your attention, Mr. 
Padilla, that relatives of employees are being used to file applications, 
mployees of major oil companies to file applications ? 

Mr. Paprita Will you repeat the question, please / 

Mr. Hannert. Will you read back the question, please ? 

(The question was read by the reporter.) 

Mr. Papa, No, sir. 

Mr. Hannerr. You never have known of that situation to exist? 

Mr. Papua. No, sir. 

Mr. Hannettr. Did you know Mr. Hind during his lifetime? 

Mr. Papma. No, sir. 

Mr. Hannerr. Do you examine all of the applications when they 
come in, or only when they come to you as a law adjudicator ? 

Mr. Papa. That is right, only when they come to my desk as an 
adjudicator. 

Mr. Hannett. Who would examine the original applications? 

Mr. Paprtxia. At that time I would. 

Mr. Hannerr. At what time? 

Mr. Papriia. In 1953. In January 1953 I was handling that par- 
ticular work. 

Mr. Hannetr. Were you prior to January 1953 handling that par- 
ticular work? 

Mr. Papa. Yes, sir. 

Mr. Hannerr. When would these things come to your desk for 
adjudication ? 

Mr. Papitua. They would come to me after the status of the land 
was obtained. 

Mr. Hannerr. You mean as to whether it was public domain or 
State land, or what? 

Mr. Papinia. That is right, sir. 

Mr. Hannerr. What would you have to adjudicate ? 

Mr. Papiu.a. To determine whether or not the applicant had com- 
plied with the regulations in the filing of these applications. 

Mr. Hannerr. All your law adjudication amounted to, then, was 
to see whether or not whoever’s name appeared on the application had 
properly filled out the form and it didn’t appear that the application 
would throw him overacreage; is that it? 

Mr. Papriza. It was more than that. I would determine whether 
or not the land was available for leasing, also. 

Mr. Hannerr. But you would examine the application solely for 

that purpose; isn’t that right? Wasn’t it determined by somebody 
else as to whether or not the application had been filled out correctly, 
or that the lease was available, or the acreage was available for lease # 

Mr. Papmina. No, sir; I would do that. 

Mr. Hannetr. You had to determine whether or not the acreage was 
available for lease; is that it? 

Mr. Paptuxa. Yes, sir. 

Mr. Hannerr. What actually did you adjudicate when it came to 
vou as law adjudicator ? 

Mr. Pavia. The offer lease ? 

Mr. Hannetrr. What was entailed in your adjudication? What did 
you have to adjudicate ? 

Mr. Papriia, To determine whether or not the land was properly 

lescribed, and whether the amounts remitted with such offer, or filing, 
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was paid. Of course, the offer form is completely filled out and 
executed. 

Mr. Hannetr. Any clerk could determine whether or not the form 
was filled out in proper order and find out whether the acreage was 
available for lease; isn’t that correct? Whether or not there was 
enough money supplied with the application to meet the require- 
ments of the law ‘ 

Mr. Papitis. They could. 

Mr. Hannetr. You saw law adjudicator. What were you adjudi- 
cating with regard to the law at that time? You just saw that com- 
pliance was met in filling out the form, the proper description of the 
land, and that it was available for lease, and that you had the proper 
remittance with it. Is that what your adjudication consists of? 

Mr. Papitia. That is right, sir. 

Mr. Hannetr. Prior to 1953, you said that you were receiving the 
applications; is that it? 

Mr. Papiiia. Yes. 

Mr. Hannerr. And you were at the desk, then, when an applicant 
came in with his application for lease and his money; is that it? 

Mr. Paptiia. I meant that I was receiving the application from the 
status section after they were filed. 

Mr. Hannerr. All the time you have been there you have been this 
law adjudicator; is that it? 

Mr. Papmia. An adjudicator, yes; that is right, sir. 

Mr. Hannerr. Some of these letters which you supplied us with 
here also include the option report; that is, the leases on which they 
have options. Did you review that, or was that something that just 
was gratuitously offered to you? 

Mr. Papriia. That was just offered to us. 

Mr. Hannerr. And you didn’t pay any attention to that. You 
were interested in lease acreage at that particular time, not option 
acreage ? 

Mr. Paptuua. That is right, sir. 

Mr. Hannerr. What is the next one that you have? 

Senator Anprerson. Could we finish with Mr. Cornell first? | 
notice Mr. Cornell has an interest in various leases that give us a 
rough total, I would say, of 75,000 acres in which he has an interest, 
and he figures in the amount of his interest, if he has a 5-percent 
interest, or 3-percent interest, or 11-percent interest, and comes down 
with seven or eight thousand acres. 

I read you this section of the law: 

No person, association, or corporation shall take or hold at one time any 
interest or interests as a member of an association or associations as a stock- 
holder of a corporation or corporations holding a lease or leases, permit or 
permits, under the provisions hereof, which, together with the area embraced 
in any direct holding of a lease or leases, permit or permits, under this Act, 
or which together with any other interest or interests as a member of an as- 
sociation or associations or as a stockholder of a corporation or corporations 
holding a lease or leases, permit or permits, under the provisions hereof for any 
kind of minerals hereunder, exceeds in the aggregate an amount equivalent to 
the maximum number of acres of the respective kinds of minerals allowed 
to any one lessee or permittee under this Act. 

Was it on that language that you decided you would allow the 
taking of a 2-percent interest or 5-percent interest and only calculate 
that this is a full chargeable lease? 
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Mr. Pavia. Yes. 

Senator Anperson. Is that what this says? 

Mr. Henriques. Yes, sir; chargeable acreage, sir. 

Senator ANDERSON. Where does it say “chargeable acreage” ? 

Mr. Henriques. I believe that is the departmental interpretation 
that has always been placed upon it. 

Senator Anprerson. We are talking about the law. Where does 
the law say that? It may be correct. I am just asking for infor- 
mation. 

Mr. Henriques. I believe, sir, the proportionate interests is the 
statement that says that 2-percent override is merely proportionate 
interest. 

Senator AnpERSON. I don’t find that in the law. 

Mr. Henriques. The fourth line from the bottom of page 284. 

Senator AnpErsoNn. Maybe I better drop it and go on to something 
else, but this says: 

For the purpose of this Act, no contract for development and operation of any 
lands leased hereunder, whether or not coupled with an interest in such lease, 


nor any lease or leases owned in common by two or more persons, shall be 
deemed to create a separate association. 


Mr. Henriques (reading) : 


But the proportionate interest of each person shall be charged against the 
total acreage permitted to be held by such person under this Act. 

“Proportionate interest” to Mr. Cornell is 2 percent and one-half 
of 1 percent. 

Senator AnpreRson. Then if under these option agreements which 
the companies have, they have absorbed some sort of overriding, you 
have checked that each time as to the proportion interest in the Tease ? 

Mr. Henriques. We didn’t see options. 

Mr. Hannetr. Did you go to each one of your records concerning 
Dudley Cornell or all your records and search them all to see whether 
or not the report that we gave conformed to your records? 

Mr. Papimiia. Yes, sir. We checked his statement against what 
our records showed and it appeared that he was not above the limita- 
tion. 

Mr. Hannerr. You went completely through all of your records, 

all applications pending, and everything else ? 

Mr. Paptiua. Yes, sir. 

Mr. Hannerr. You don’t know what options other than what. he 
listed here were held by him? You didn’t check the option file? 
You just asked him for any further enlightenment with regard to his 
options; is that right? 

Mr. Paprtia. We didn’t question his options, sir. 

Mr. Hannerr. What is the next one you have / 

Mr. Papua. Emily K. Connell. 

Mr. Hannerr. You followed the same course of procedure with 
regard to her; is that right? 

Mr. Papmna. Yes; I did, sir. 

Mr. Hannerr. Did you check to see whether or not her husband 
owned any ? 

Mr. Papa. I don’t remember. 

Mr. Hannerr. If in the event you have a number of people bearing 
the same name, which would make it appear that there was a husb: and, 
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a wife, and possibly 2 or 8 children, all filing applications for oil and 
gas leases, do you make any check with regard to them, as to whether 
or not it isa family association ? 

Mr. Papua. No. We just assume the offer as it is filed. 

Mr. Hannerr. When the applications are received, they normally 
carry the address of the applicant, don’t they ? 

Mr. Pavia. Yes, sir. 

Mr. Hannerr. And when those addresses are the same, and it 
would appear that it was husband and wife, do you make any check 
with regard to their holdings as to whether they are joint holdings, 
whether they are community property holdings, or whether they are 
sole and separate holdings? 

Mr. Papinia. At that time; no. We weren’t making that check. 

Senator Anprrson. Did you notice on the Connell application in 
the answer they list 13,447 acres in which he owns 100 percent, except 
for 1 small piece where she had an interest? She has a 100-percent 
interest in 13,447 acres, which is getting up close to what the limit was. 

She says, “Above includes all applic ations and leases in which 
undersigned has any interest, except community property interest 
in leases owned by my husband, Thomas Connell,” and you say that 
didn’t suggest to you that you might check Thomas C onnell ? 

What would it take to get you to be interested, then ? 

Mr. Papttia. App: arently the manager thinks 

Senator Anprerson. He turned this over to you. 

Mr. Pavia. The name, 

Senator Anprerson. When you got it back by name, what did you do 
with it? 

Mr. Paptixa. I checked it; compared those holdings against our 
records. 

Senator Anprerson. And she had all she said she did? 

Mr. Papirua. She was below the limitation. 

Senator ANperson. That isn’t what I asked. Did she have all she 
said she had ? 

Mr. Papitia. Yes, I would say she had. 

Senator ANprerson. She had 13,000. She says she also had a com- 
munity interest in what her husband had. How much did he have? 

Mr. Papii1ia. I don’t know, sir. I don’t think we called on him to 
furnish a list of his holdings. 

Senator ANDERSON. Why not? 

Mr. Papriia. I don’t know. 

Senator ANDERSON. You went out at random and you hooked some- 
thing. Why turn it down after she came in and admitted that her 
husband Thomas Connell had additional leases ? 

Mr. Paprtia. We didn’t question the community property at that 
time. 

Senator ANDERsoN. You didn’t question it, but it isn’t his, is it? 

Mr. Papua. No, it is not. 

Senator ANDERsoN. Then why not question it? 

Mr. Papa. I don’t know. 

Mr. Repwine. Mr, Chairman, may we ask who was the manager at 
that time? 

Senator Anperson. Mr. DeLaney, I believe, was it not? 

Mr. Paptixa. Yes, 
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Mr. RepwitNne. Does anyone know where Mr. DeLany is at the 
present time ? 

* Senator ANDERSON. Washington, D. C. Can you furnish us the 

-t of leases of Thomas Connell. 

"ie HENRIQUES. We can. 

Senator ANDERSON. What time was the reporting on, and what she 
owned at a certain time. 

Mr. Henriques. We called on her by decision of January 29. The 
reply was received March 5, 1953. 

‘Senator Anprrson. But she was asked to report her holdings as 

a specific date, was she not? 

Mr. HENRIQUES. January 29, 1953. 

Senator Anperson. Then we want to know what he owned as of 
fanuary 29, 1953 ? 

Mr. Henriques. We can provide that. 

(The material referred to is in the committee files.) 

Mr. Hannetr. In connection with the reports of Dudley Cornell, 
there is no such statement as there is in the one of Mrs. Connell. Did 
;ou request a report of his wife’s holdings? 

" Mr. Paprtia, No, sir. 

' Mr. Hannerr. Did you make any investigation as to whether 
Sor not his wife had holdings, acreage, at that time also? 

» Mr. Papitina. We may have on our records. I don’t recall. 

Mr. Hannetr. You know, don’t you, that in an assignment for oil 

nd gas leases, which you approved up there many times, both the 
- band and wife have to join; isn’t that right? 

 Papmxa. That is right, sir. 

in Hannettr. Under the community-property laws of the State, 
tiscommunity property and in most instances the husband and wife 
do join in making assignments; isn’t that correct. 

Mr, Papua. They do; yes. 

Mr. Hannerr. And your records would reflect whether or not 
Dudley Connell was married from these assignments in the event there 
are any assignments in your office, or copies of them ? 

Senator AnpEerson. Mr. Hannett, I am very anxious that this doesn’t 
appear as an investigation of political individuals, and I would just 
as soon we skipped his name and went on to the next one, if you don’t 
mind. 

Mr. Hannetr. No. 

_ Senator Anperson. I think the same matter will be brought up in 

onnection with the Connell situation. I only point out that this lady 
has listed nearly enough to put her over the legal limit, and then she 
serves notice on you that she has a husband who has more leases. 

[ jus ; can’t understand the thinking of somebody who would say, 
“Well, I don’t believe we need to look at it. She didn’t volunteer the 

information that she was in violation of the law, so we will just leave 
that alone.” 

Mr. Henriques. Would you like us on all of these to check for 
spouse ¢ 

Senator Anperson. This is 3 years late, but I think it would be 
iseful. I know that even if you have oil leases in a State that doesn’t 
have a community-property law—but you live yourself in a commu- 

87402—57——-9 
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nity-property State—they make your wife sign it, and I know that 
you give something to your own children, as I found out recently, 
sole and separate property, they make the other members of | 
family in the community-property State come in and sign. 

Mr. Henriques. Under our regulations, we do not require ily 
spouse to join on an assignment. 

Senator ANpEerson. You don’t? 

Mr. Henriques. If the assignment is John Doe, we will approve it 

Senator Anprerson. You don’t, but the oil company won't pass j 
You ask any of these lawyers around here if they will pass it. [ thin} 
Mr. Malone will agree. 

Mr. Henriques. Under our regulations, all we require is the sig 
nature of the lessee. 

Senator Anperson. Let’s not contend here in this hearing that be. 
cause for your purposes you don’t require the signature of both men 
bers of the family on some regulation on an application that that al 
solves you from checking to see whether the husband and wife togeth 
are in violation of the law. 

I hope you don’t come to that. 

Mr. Henriquss. That is not our contention. 

Mr. Hannetr. The next document that you have is what ! 

Mr. Panta. Vincent Cuccia. 

Mr. Hannerrt. On that it shows a partnership in the Ontario Oil } 
Development Co. Did you check also Ontario Oil & Development ( 
and see what their holdings were, the partnership ? 

Mr. Paprixa. I don’t remember whether we did or not. I don’t 
believe we called on them to furnish a statement as to their holdings 

Mr. Hannerr. You totaled the acreage here and found they were 
not overacreaged, right ? 

Mr. Papitia. That is right, sir. 

Mr. Hannerr. Did you check the Trans-Union Oil & Mining Co. 
of Salt Lake City, Utah, or make inquiry? 

Mr. Papu.na. We may have checked our records. I don’t believe 
we made any inquiry of them. 

Mr. Hanwnerr. Did you check your records to determine whether 
or not Trans-Union Oil & Mining Co. had made any application or 
had any leases in ¢ 

Mr. Paprtia. I don’t recall, but we probably did. 

Mr. Hannerr. Do you know why there was no request that went 
out at the time that you sent out this demand for a list of optia 
holdings ¢ 

Mr. Paptiia. No, I don’t. 

Mr. Hannerr. Your directions didn’t include checking that from 
your superior, Mr. DeLany; is that right ? 

Mr. Papiiia. No, sir. 

Mr. Hannerr. In connection with the order of November 25, 1952, 
it reads in part as follows: 

That he does not own directly or indirectly any interest in oil and gas lease 
or applications therefor. 


Why wouldn’t you check the partnership which is identified on the 
basis of the document which was sent you and the company which 
they identify here in which they say they are the principal stock 
holder, to determine whether or not they had leases also? 
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Mr. Papua. I believe we probably checked our records, but we 
not call on them to furnish a list of the holdings, not the company. 
Mr. Hannerr. You don’t know whether they did or they didn’t 
lo it, do you? You just said that you believed that they did, but you 


Mr. Papiuia. I believe we checked it, yes. 

Mr. Hannetr. But you wouldn't say positively that you did? 
Mr. Papirzua. No, I don’t recall. 

Mr. Hannerr. What is the next one that you have? 

Mr. Papttna. Shirley V. Thompson. 

Mr. Hannetr. She lists 14,809.93 acres. You didn’t check whether 
not she was married and whether or not her husband had any leases? 
Mr. Paprina. I don’t remember about her husband’s. 

Mr. Hannerr. You did verify from your records as to her holdings 


Mr. Paptnia. We did that; yes, sir. 

Mr. Hannerr. What is the next one you have? 

Mr. Papttia, E, B. Todhunter. 

Senator ANDERSON. May we ask you on this one to check your 


© records to see if you do have anything listed and to see whether or 
= not Shirley Thompson is Miss or Mrs. ¢ 


Mr. Henriques. We will. 

Mr. Hannetr. The next one is Mr. Todhunter. 

Mr. Henriques. Yes, sir. 

Mr. Hannerr. He has 14,820 acres, practically the legal limit; is 
that right, at that time? 

Mr. Papma. At that time. 

Mr. Hannert. I note that he has certain unitizations. Did you 
check to see whether or not there were other unitizations agreements 
other than what he stated on the front ? 

Mr. Papttia. Yes, we checked our records as to his holdings. 

Mr. Hannetr. In his letter, he suggests that you might be also in- 
terested in option acreage, and you could have a copy of his report if 


| you desired. Did you ask for a copy of that report of his option acre- 


age? Did you check that? 

Mr. Papitia. No, sir. 

Senator Anperson. Do I understand the law doesn’t cover option 
acreage ? 

Mr. PapmA. You mean chargeable acreage that is being charge- 


able? 


Senator Anprerson. Doesn’t option enter into the law also? 

Mr. Pavia. Yes. 

Senator AnpEerson. Here is a man who wants to tell you about it. 
Why not let him tell us? 

Mr. Papruia. It wasn’t up to us to inquire that at that time. 
_ Mr. Hannert. Do I understand, then, Mr. Padilla, that you leave 
it up to the Washington office on option acreage and the local land 
office just handles the lease acreage ? 

Mr. Paptuna. We could say to that, yes. 

Mr. Hannerr. Is that correct? Would that be a correct statement ? 

Mr. Henriques. That would be a correct statement; yes. 

Mr. Hannerr. So you don’t worry yourself particularly in the local 
land office about how many options are held by any company ? 

Mr. Papua. No, sir. 
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Mr. Hannetr. You leave that entirely to Washington ? 

Mr. Papa. Yes, we do. 

Senator Anperson. The same request with reference to Mr. Tod. 
hunter, who is probably a married man? 

Mr. Henriques. With all of these we will, sir, not only those 5, but 
the next 15. 

Mr. Hannett. We asked also for what action was taken under the 
next directive of 1953 and what have you produced in regard to that! 

Mr. Henriques. We have these other 15 that are under the 1939 
directive. I believe that the same general statements that we didn‘ 
check spouses would prevail on these. We have assured the chairmay 
we will check to find if there be spouses for each one. 

Mr. Repwrne. In other words, the other 15 are in response to the 
requirement for each quarter? 

Mr. Henriques. Quarterly ; that is right. 

Mr. Repwine. Mr. Chairman, if we might have copies of those, | 
think that would be all that is necessary. 

Senator Anperson. Yes, sir. 

(The material referred to is filed with the committee.) 

Mr. Repwine. Are these the same people now in this instance, or 
are they different people? 

Mr. Henriques. These are a separate group of five each quarter. 

Mr. Repwrne. And all individuals? In each instance 1s it indi- 
viduals? 

Mr. Henriquss. Yes, it appears to be. 

Senator Anperson. If a man had a lease and assigned that lease, 
but the assignment had not yet been approved, would he not have to 
report that as his own acreage ? 

Mr. Henriques. Sir, in those days the Bureau opinion was that an 
assignment filed for approval was no longer chargeable acreage. The 
Department, I believe, in a decision last summer reversed the Bureau's 
thinking and said that an assignment filed for approval is chargeable 
against both the assignor and the assignee until the date of approval, 
but as of the effective date of the assignment, then the assignor no 
longer is charged. 

If that had been applied in this particular case, Mr. Todhunter 
would have been over the limit, wouldn’t he? 

Mr. Henriques. Very probably, sir. 

Senator Anperson. Not very probably; I can add. 

Mr. Henriques. I can’t see the list. 

Senator Anperson. I am sure if you add the assigned to what he has 
here he is over the limit, so it is a question of the assignment. You 
had a different practice then than you have now. 

Mr. Henriques. That is right, sir; and I believe it was not a unique 
situation. 

Senator Anperson. I don’t say it was. We are trying to find out 
what the practice is. I don’t say it is unique in any way. 

Mr. Henriquss. I think the philosophy might have been engen- 
dered by the sometimes delay in land offices in approving assignments, 
and as sometimes we are behind perhaps a year or perhaps 3 years 
on approving assignments, it seemed to some of the Bureau people 
that it was unfair to charge both people for such period of time. 

Senator Anperson. In this, also, he has taken over those acreages 
that are in the Poker Lake unit agreement. Do you happen to know 
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that is an agreement which had been recognized by the Secretary of 
the Interior and approved ? 

Mr. Paptuua. I believe it was, sir. 

Senator Anpgerson. I don’t know where Poker Lane is. Delaware 
3asin, [ understand. 

Is there production down there? 

Mr. Pavia. I don’t know, sir. 

Mr. Hannerr. Mr. Chairman, I note in response to the second in- 
quiry that we have a report from Olen F. Featherstone and Martha 
Featherstone. 

Mr. Repwrnxr. The testimony you have previously given in respect 
to how the names were picked, that is, that you were furnished them 
by the manager, goes to subsequent calls in the following quarters? 

“Mr. Papin. Yes. 

Mr. Hannert. Then in all instances where a request was sent out 
to any person who had leases and you had this directive which you 
were using, the manager at all times gave you the names to whom 
letters should be addressed, is that right ? 

Mr. Papiita. That is right, sir. 

Senator Anperson. Did he ever tell you how he had selected those 
names ¢ 

Mr. Papua. No, sir. 

Mr. Henriques. I believe yesterday, sir, you asked us for some in- 
formation relating to the number of leases and leased acreage in 
New Mexico. We have obtained the information. 

As of yesterday morning there are 11,178 Federal oil and gas leases 
in the State of New Mexico embracing 8,054,538.14 acres. 

You further asked yesterday, sir, in connection with Mr. Feather- 
stone, if we would provide certain figures as to current acreage. 

Senator Anperson. Yes. 

Mr. Henriques. We have some figures on Mr. Featherstone—as our 
records last night seemed to indicate. 

Senator ANpERSON. Very well. Would you indicate what that is? 

Mr. Henriques. Yes, sir. 

The acreage in the name of Olen Featherstone personally, 16,279. 
That includes leases and overriding royalty interests. In the name of 
the Featherstone Corp., which is also chargeable to Mr. Featherstone 
through his complete ownership, leases total 6,831 acres, or a total of 
23,100 acres, roughly. Martha Featherstone, whom we believe to be 
his wife, 11,419 acres. 

Senator Anperson. Harvey Roelufs for himself, none; as trustee 
for Olen Featherstone II, 6,397 acres. Vance Kinahan; none. 

Senator Anperson. Jennie Kinahan ? 

Mr. Henriques. Jessie Thomas is the way we have it, sir; 1,895. 

Those are the only ones, sir, we could find in our list. 

Mr. Hannerr. That makes a total acreage of what? Do you have 
that total ? 

Mr. Henriqurs. We didn’t run the total, but it is under 46,000 
acres, 

Mr. Hannerr. What other information have you? Does that 
cover it? 

Mr. Henriqusrs. I believe, sir, that is all that we were asked specific- 
ally to bring in today. If we can be of further assistance, we stand 
ready to comply with your request. 
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Senator Anprerson. You did want to go into what the practice 
were in the land office? 

Mr. Hannetr. Yes, that is correct. 

With regard to the practice in the land office, when an application 
is filed or was filed during the period 1946 through 1953, was any 
inquiry made whether the person presenting the application was 
actually the person who was filing for that lease? 

Mr. Henriques. If it was filed over the counter, and someone would 
come in, we would say, “Are you filing for so-and-so? and they woul 
say, “Yes.” 

‘Mr. Hannerr. Did you accept drafts which were drawn by persons 
other than person who was filing for that lease? 

Mr. Henriques. Yes, we did. 

Mr. Hannerr. Did you know Larry Hine? 

Mr. Henriqupgs. Yes. 

Mr. Hannerr. He appeared at the land office many times during 
this period of time, 1946 through 1950, 1951 and 1952% 

Mr. Henriques. Yes, mostly in 1946 and 1947. 

Mr. Hannerr. And he filed numerous applications for oil and gas 
leases, didn’t he? 

Mr. Henriques. Yes, he did. 

Mr. Hannerr. Did he have a power of attorney from the persons 
whose names appeared on the applications? 

Mr. Henriquss. No. 

Mr. Hannerr. Did he present his own check for the filing fees and 
advance rent ? 

Mr. Henriques. I don’t remember about that. I didn’t always se 
the check. It went through the accounts. 

Mr. Hannerr. What did you do, Mrs. Ham? 

Mrs. Ham. In 1946? 

Mr. Hannert, Yes; in 1946. 

Mrs. Ham. In 1946 I was what we called then the acting register, 
and I usually waited on the counter—we had a counter there—and 
accepted the applications over the counter and then would turn them 
over to the accounts for the money. 

Mr. Hannert. Do you recall that many applications were filed by 
Larry Hine in the name of Carroll Payne, or other people by the name 
of Payne, McManus, Quitzeau, during the years 1946 and 1947! 

Mrs. Ham. The names are familiar, but I don’t remember now who 
filed them. 

Mr. Hannerr. In their option report of 1947, June of 1947, thos 
names appear very frequently. Did you know any of the people 
personally ? 

I am referring to Stanolind Oil & Gas Co. 

Mrs. Ham. Besides Mr. Hine? 

Mr. Hannerr. Besides Mr. Hine. 

Mrs. Ham. I knew Mr. Payne. 

Mr. Hannerr. Carroll Payne? 

Mrs. Ham. Yes. 

Mr. Hannerr. But you never saw any of the other people who 
applications were being filed, did you ? 

Mrs. Ham. Not to my knowledge. 

Mr. Hannerr. They never personally appeared in the land office! 

Mrs. Ham. Not that I know about. 
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Mr. Hannert. And so far as you know, Mr. Hine had no power of 
attorney from them to make this application for them? 

Mrs. Ham. Not that I remember. 

Mr. Hannetr. Do you recall whether or not applications were filled 
out by Mr. Hine there in the land office insofar as the description of 
land was concerned ? 

Mrs. Ham. No, I do not. 

Mr. Hannerr. You never saw that occur ? 

Mrs. Ham. I never saw it occur. 

— Mr. Hannerr. When an application comes in and is received by 
you, where does it go in your department? In what course of pro- 
cedure is it filed ? 

Mrs. Ham. You mean at that particular time? 

Mr. Hannert. Yes. 

Mrs. Ham. Well, I accepted it. It went to the accounts for receipt, 
and then from the accounts it went to the person noting the serial 
= record, and then I noted it at that time on a platen track and got the 

status. 

» Mr. Hannerr. During that period of time, referring specifically 

Sto Mr. Hine and filing his applications, did he not file in excess of 
20,000 acres at one time in the name of other applicants ? 

» Mr. Ham. I really don’t remember. 

Mr. Hannerr. Was-that ever checked by your office to determine 
how many applications were being paid for at the one filing time 
by Mr. Hine? 

Mrs. Ham. As I remember, he used to come up quite often and 

isually had applications to file, but I don’t remember the number. 
> Mr. Hannerr. Did he have one check or separate checks ? 

Mrs. Ham. He usually had separate checks. 

Mr. Hannerr. But both signed by him ? 

Mrs. Ham. I don’t remember. 

Mr. Hannerr. You don’t remember who they were signed by ? 

Mrs. Ham. No. 

Mr. Hannerr. And no record in the land office would disclose who 
they were signed by? 

Mrs. Ham. Not at that time. 

Mr. Hannerr. You mean by separate checks that he would have 
2 checks signed by him, 1 on a bank in Albuquerque and another on a 
bank in Colorado? 

Mrs. Ham. I don’t remember that. 

Mr. Hannetr. You never totaled the amount of acreage which was 
being applied for by Mr. Hine in the applications which he was 
submitting ? 

Mrs. Ham. No; because there were various people, various appli- 
cants, 

Mr. Hannerr. You didn’t ask him as to what authority he had to 
ile in the various people’s names ? 

Mrs. Ham. No; I didn’t. TI think that they had signed their own 
applications and he was just filing them over the counter. 

Mr. Hannerr. And he was just bringing them up there to file 
them ¢ 

Mrs, Ham. Yes. 
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Mr. Hannerr. Did you know he was an employee of Stanolind (jj 
& Gas Co. at the time? 

Mrs. Ham. Yes. 

Mr. Hannerr. I have one other question, Mrs. Ham. Do othe 
representatives of other oil companies or employees of other oil com. 
panies do the same thing that Mr. Hine was doing? 

Mrs. Ham. Offhand, I couldn’t tell you any one company. I don‘ 
remember. Phillips used to file quite a number, but I don’t remember 
now who filed. 

Mr. Hannerr. Do you recall anything with regard to, say, Shel! 
or Magnolia, or E] Paso Natural? 

Mrs. Ham. No, sir. 

Mr. Hannerr. Does the chairman have anything else ? 

Senator Anperson. No; I just wanted to thank Mr. Henriques fo; 
bringing back what we asked for. 

Mr. Henriques. We will provide the rest of it, sir, as soon as we can, 

Senator Anperson. I think we will take 2 or 3 minutes’ recess. 

(A short recess was taken.) 

Senator AnpERSON. May we resume, please / 

Mr. Stull, do you solemnly swear the testimony you shall give befor 
this subcommittee of the Senate Committee on Interior and Insular 
Affairs shall be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Sruiu. I do. 

Senator Anperson. Would you state your name for the record and 
your address and what your occupation is? 

I see you have it in your statement, so maybe that is unnecessary. 
You may proceed with your statement. 

Mr. Hannert. I would like to make this statement for the record, 
Mr. Chairman, beforehand: That as in the case of Mr. Whitford and 
Mr. Hamilton, Mr. Stull is appearing now possibly out of order in 
view of the fact that it has been requested by the Stanolind Oil & Gas 
Co. that he do so. 

Senator ANpersoOn. Proceed, Mr. Stull. 


STATEMENT OF NEIL F. STULL, WASHINGTON, D. C. 


Mr. Sruiy. My name is Neil F. Stull. My offices are in the Con- 
monwealth Building, 1625 K Street NW., Washington, D. C., wher 
I am engaged in the practice of law, specializing in matters involving 
oil and gas operations on federally owned lands. I am also a graduate 
geologist and was at one time a member of the United States Geological 
Survey. 

While it doesn’t appear, in my statement, Senator, I would like also 
to add at this point that I was for a number of years employed by the 
Department of the Interior. In 1923 I entered the Government service 
as a mining examiner in the field service of the General Land Office 
and I had my headquarters in Salt Lake City, and subsequently in 
Denver, Colo. 

In 1926 I became a member of the United States Geological Survey, 
and was located in Washington, D. C., but did fieldwork throughout 
the Western States. Subsequently I resigned from the Geological 
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Survey and went back as an employee of the General Land Office. 
Peculiarly, I went with the General Land Office at that time, namely 
1931. with the title of mining lawyer, although I had not studied law 
at that time. I entered law school in 1933, graduated in 1937, was 

mitted to the bar of the District of Columbia in 1936. 

In 1938 I was made one of the Assistant Solicitors of the Depart- 
ment of the Interior and at the end of 1943 I resigned and entered 
private practice. At the time of my resignation I held the title of 
senior attorney in the Department of the Interior. 

Mr. Repwine. For what division, Mr. Stull? 

Mr. Srutx. The Office of the Solicitor. 

Mr. Repwine. The Office of the Solicitor? 

Mr. Stutz. Yes, sir, which is, of course 

Mr. Repwrne. They have had a decentralization since then. 

Mr. Srutu. Yes, sir; that is right. 

In a telegram which the chairman of this subcommittee sent to Mr. 
E. F. Bullard, president of Stanolind Oil & Gas Co., on September 13, 
1956, it was stated that this subcommittee would commence hearings 
on the practices of oil companies in acquiring oil and gas leases and 
options covering oil and gas leases on federally owned lands, and 
among other things it was requested that the appropriate Stanolind 
personnel should bring with them to the hearing all correspondence 
and instruments, including canceled checks, covering Federal oil and 
gas lease transactions between Stanolind and certain named persons, 
including me. 

Mr. Hannert. Mr. Stull, at that point you have said appropriate 
Stanolind personnel. Are you included within the classification of 
appropriate Stanolind personnel ? 

Mr. Stutz. Later on, Mr. Hannett, I made the statement that I am 
not a Stanolind employee. 

Mr. Hannerr. Then you are not included within the classification 
of appropriate Stanolind personnel; is that correct ? 

Mr. Srvutu. I am only judging from the telegram, inasmuch as I 
was named in the telegram, that. I was considered one of the appro- 
priate persons to be here, even though not technically a part of Stano- 
lind personnel. 

Mr. Hannettr. We asked for only records on your file and you 
haven’t answered my question. Are you included within the category 
of appropriate Stanolind personnel ? 

Mr. Srutu. I don’t know that I am in a position to judge that, sir. 
I was named in the telegram. 

Mr. Hannettr. You were not named as a witness in that telegram. 
It was only as to your records; isn’t that correct ? 

Mr. Srutz. I don’t understand that to be the case. 

Mr. Hannerr. Did you get a copy of the telegram ? 

Mr. Sruti. I saw a copy of the telegram, but the telegram was 
not to me, and I was not subpenaed as such. 

Mr. Hannerr. Or asked to appear? 

Mr. Srutn. That is right, sir. 

Senator ANverson. Yes, I think it is quite clear. 
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The telegram said to Mr. Bullard: 


You are requested to have present at commencement of said hearing the fo). 
lowing said personnel of your company prepared to testify on the investigations 
Mr. Smith— 


and others. 

The appropriate personnel— 
your name is not on that list— 
should bring with them all correspondence and instruments, including canceled 
checks, covering Federal oil and gas lease transactions between your company 
and the following— 
and your name is on that list. 

Mr. Sruuu. That is right, sir. 

Senator Anperson. Thank you. 

Mr. Hannerr. You don’t consider yourself included within the 
category of appropriate Stanolind personnel? You are not a Stano- 
lind employee? 

Mr. Srv. I am not a Stanolind employee; no, sir. 

It is my desire at this time to give a full and complete statement 
of all transactions between myself and Stanolind insofar as they in- 
volve the acquisition of oil and gas leases affecting federally owned 
lands, and to offer any further information which I may have and 
which this subcommittee may desire insofar as my attorney-client 
relationship with Stanolind will permit me to do so. 

First let me say that I am not an employee of Stanolind Oil and 
Gas Co. I engage in the practice of law for numerous clients, and 
while I perform considerable legal work in Washington for Stanolind, 
my practice is by no means confined to the affairs of that company 

‘Mr. Hannerrt. Do you represent other oil and gas companies! 

Mr. Sruuz. I do, sir, but let me qualify that. ‘T cannot say that I 
represent any company. I perform work for various companies. 

Mr. Hannerr. Ascalled upon, is that it? 

Mr. Sruwu. As called upon, yes, sir. 

Mr. Hannetr. Are you on a retainer basis, or do you charge by 
piecework ¢ 

Mr. Stutu. Charge either by hourly rates or by piecework. 

As the records of the Bureau of Land Management will show, I have 
made numerous applications for oil and gas leases on public and 
acquired lands. With two exceptions, these applications have been 
filed or leases have been obtained primarily for my various clients. 
In no case have I ever exceeded the acreage limitations so far as I 
personally am concerned, and I feel certain that in no case have I eve! 
filed applications or held leases for any client which would permit 
that client to avoid the acreage limitations set out in the Leasing Act. 

Mr. Hannett. We note, Mr. Stull, that in many instances, practi- 
cally consistent, that the leases which you hold bear a BLM identific:- 
tion. 

Mr. Stutz. That is right, sir. 

Mr. Hannetr. Rather than the Santa Fe identification, or a local 
land office. The applications which you file then are filed in the 
Bureau of Land Management's office in Washington, is that it! 

Mr. Sruu.. Yes, sir; that is right. As you understand, until the 
comparatively recent decentralization of a lot of activities of the 
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Bureau of Land Management, all acquired land leases were applied 
for and issued out of the Washington office, and in certain States 
wherein there are no land offices the public lands, as distinguished 
from acquired lands, were also leased through the Washington ofiice. 

Therefore, the applications which I have filed have necessarily been 
on lands which were leased out of Washington, because I have no 


S nowledge of the status of lands which are handled in the various local 


land offices. 

Mr. Hannerr. In that kind of a situation, when you file an original 
application with the Bureau of Land Management office in Wash- 
ington, don’t they have to check with their local land office to see 
whether or not that land is available for leasing, or do their records 
disclose in Washington as to whether or not they are ¢ 

Mr. Strutt. As a matter of fact, sir, until the decentralization the 
Washington records were the only records which reflected the status. 

Mr. Hannerr. The decentralization occurred when ? 

Mr. Stotz. It took piace by aseries of steps. The first decentraliza- 
tion as such was in about 1948 when the function of issuing noncom- 
petitive oil and gas lease—in other words, wildcat leases as is often 
the distinction—was transferred from Washington to the district land 
othices. 

Prior to that an application for an oil and gas lease of a piece of 
public land, say, in New Mexico, was filed in the Santa Fe land office, 
but then it was forwarded to Washington for adjudication and for 
the issuance of the lease. 

After sometime in 1948 the function of issuing noncompetitive leases 
on the public lands from the United States was transferred to the 


| various district land offices, and from that time on the 5-year non- 


competitive leases have all been issued locally. 

In other words, those in covering public land in New Mexico have 
been issued out of Santa Fe. Those which have been issued in Mon- 
tana have been issued out of Billings. 

Mr. Hannerr. When you file your applications, do you file them in 
Washington and they are forwarded to appropriate land offices, or do 
you file them with the land office, since the decentralization, in which 
the land is located ? 

Mr. Sruuz. Since the decentralization you cannot file an applica- 
tion in Washington. You must file it in the particular district land 
office which has the jurisdiction over those lands. 

Now, it is true that you can file it in Washington and if you do 
so the Washington office will generally show you the courtesy of for- 
warding your application to the appropriate office, but the time of 
filing them is the date upon which it is received in the local office and 
not of the time that you filed it in Washington. 

Mr. Repwrng. Why is it in numerous occasions we find it carries a 
Vea ingen serial number, rather than a serial number of the local 
office 2 

Mr. Srutx. Because, sir, those were applications that were filed in 
Washington, but after the decentralization were sent to the appro- 
priate district office for handling. 

Mr. Repwrine. I am talking about filings, Mr. Stull, that have 
been made in Washington subsequent to the decentralization. 

Last year, for instance. 
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Mr. Srv. That is right, because it wasn’t until sometime lag 
year that the function of accepting filings and issuing leases on lands 
in certain States was transferred to the district land offices. 

Mr. Repwine. If you filed an application in Washington, where 
did you get the description of the land that you file for leases ¢ 

Mr. Srv. I might get it from one of several sources. If it is, 
tract of land I would go to the tract books in the Bureau of Land 
Management. Also examine the plat of the township survey and 
that would be true in the case of public land. If it were acquired 
land, up until recently I would have to go to the Forest Service, or to 
the Soil Conservation Service, or to the Corps of Engineers, or to 
whatever agency had purchased that piece of land and would have 
the proper description of the land so that it could be identified. 

Mr. Repwine. Let us get back to public domain. Is it not true 
that you are taking a terrible chance in those circumstances and some- 
body is ahead of you? Suppose it is in New Mexico. You file in 
Washington and it has to be mailed out there. Maybe there is an 
application ahead of it. 

Mr. Stvuiz. That is the reason why, Mr. Redwine, I have made 
practically no applications in any of the Western States. 

Mr. Repwine. Does that include Montana, Mr. Stull? 

Mr. Srutxu. Yes; since the lands have been transferred to the district 
land offices. 

You will find that there are a large number of applications which 
at least formerly stood in Montana, North Dakota, South Dakota, and 
various other States. Those applications were filed in Washington, 
but then upon decentralization the case records of those applications 
were sent to Billings, Cheyenne, or whatever office was appropriate. 
Having been filed in Washington they carry a serial number BLM, 
and then the figures. 

If I have filed those, however, since decentralization and have filed, 
for example, in Billings, they would bear a serial number, Montana 
016245, or whatever it may be. 

Mr. Repwine. Suppose I went into the Billings, Mont., office the 
same time you went into the Washington office and filed an application, 
would the filing in the Washington office take precedence over the filing 
in Billings, Mont., or are they each stamped with a date and time to 
determine which one was first ? 

Mr. Sruuz. No, sir. Let me make it very clear, Mr. Redwine. 
Prior to decentralization the only place that you could properly 
file was in Washington. If I filed in Washington at a given minute 
and you mistakenly filed an application on the same land in Billings 
that minute, I would be the one who would have the valid application 
because you had filed in the wrong place. 

Mr. Repwrine. Then, you would say there the thousands of people 
who filed in the wrong omat 

Mr. Strutt. That is correct, sir, and thousands of people lost their 
rights of leases because they did make the mistake of filing in the 
wrong place. 

Senator ANDERSON. You are on the bottom of the page. 

Mr. Strutu. Broadly speaking, there are two situations wherein I 
file applications in my own name or in my wife’s name for my various 
clients. 
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Mr. Repwitne. Excuse the interruption at this point. You say in 
your wife’s name. I notice there is another Stull, a female Stull. Is 
that your niece or daughter? 

Mr. Srutu. Florence Stull ? 

Mr. Repwine. No; in the option filing record there is another Stull 
ame. 

Mr. Stcuxy. There is no other Stull that I know of. 

Senator ANDERSON. In your family ? 

Mr. Strut. No relative, or no other Stull. 

Mr. Hannetr. The normal situation is when you file in your wife’s 
name you present the papers to her and she does whatever you tell 
her to ¢ 

Mr. Srutn. Right. 

In connection with the legal work I perform for clients, it is often 
necessary or unavoidable that I know the location of an area wherein 
the client intends to carry on exploratory operations. When I become 

ware of such a locality or area, as a service to my clients, I immedi- 
ately make an investigation to determine whether or not there are 
eny federally owned lands in the area which are open for oil and 
cas leasing by the Federal Government. 

Mr. Hannerr. When you get this information, and you are not on 
a retainer to these various ¢ lients, and you find out that m: iybe two 
clients are interested im the same area and you are able to file on these 
areas, do you peddle that to the highest bidder among your clients, or 
are you limited to the one client from whom you have got the in- 
formation ? 

Mr. Srutut. That happens never to occur, fortunately, that I have 
ever had two clients who simultaneously advised me of their interest 
inthe same area. It has always been so far, and I hope continues that 
way, that I will only have one client to consider. 

Now, I say I am not on a retainer, and I am not, but it is essentially 
the same thing. When a represent, or at least ‘have as a client the 
same company for 10 or 15 years, they are a client whether or not you 
are actually retained, or not. 

Mr. Hannerr. That is your situation with regard to Stanolind ? 

Mr. Stutz. I have done all of Stanolind’s Federal leasing work in 
Washington since about the middle of 1944. 

Mr. Hannerr. Since about 1944? 

Mr. Srutu. That is right. 

Mr. Hannerr. And you get powers of attorney from all of the 
lease applicants, to represent them before the land office, prior to 
decentralization. To represent them didn’t you get power of attorney 
in many instances ? 

Mr. Srutu. No, not powers of attorney, Mr. Hannett. 

Mr. Hannerr. What are they? 

Mr. Srout. They are merely authorizations for me to represent 
them, but they don’t give me any power to take any action with respect 
toa lease, like signing it or even executing it for them. 

The land office has a regulation which is not too strictly enforced, 
that if you enter an appearance as an attorney for a given applicant 
or leasee, you must give some written evidence of your authority to 
do so, 

Therefore, if I am asked to represent a given applicant, say for oil 
and gas, I always require that he give me in writing a letter which 
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authorizes me so to act, but they are not powers of attorney. They ay 
really retainers as attorney, you might say. 

Mr. Hannerr. You do not have a copy of one of those with you, 
do you? 

Mr. Sruuz. No; I do not, sir. 

Mr. Hannerr. Could you see that the committee is supplied with, 
copy of that form which you have been usin 

Mr. Srv. I never have any fixed or established form of that kind, 
Generally, or quite often, it will be that it will be just a letter fron 
the leasee saying that I want you to represent me in this case to se 
that I get my lease. That may be all there is in it. Sometimes it wil] 
be just a letter. Sometimes it will be a form letter. However, none of 
them follow the same form. I could give you probably a half a doze 
different forms, and I would be very glad to do so. 

Mr. Hannetr. Would you give those to us? 

Mr. Srutu. Yes, sir, I would be very happy to. 

(The material referred to is filed with the committee. ) 

Senator Anprerson. In accordance with this telegram, I assum 
that Stanolind has brought the correspondence through you. 

Mr. Sruuz. I don’t know that. 

Senator Anprrson. They brought you, which is not saying it i 
improper, but not specifically requested, and I assume they are going 
beyond the request of our telegram which asks for all the corr 
spondence with you. 

Mr. Srv. I presume that I have in my office a ton and a half of 
files which would apply to Stanolind matters that I have handle 
throughout the years. 

Senator Anperson. Oil and gas lease transactions. 

Mr. Sruuzu. Right. Well, not transactions, but involving all kind 
of matters. I get a lot of requests for opinions as to whether or not 
a given piece of land is subject to oil and gas leasing. 

Senator Anperson. We wouldn’t be the slightest bit interested in 
that. We asked for oil and gas leasing transactions between Stano- 
lind, and the following: Neil F. Stull, and not for your presence. 

Mr. Martone. Mr. Chairman, I can state that we have met that re 
quirement as to all. We assume transactions in other cases meat 
leases which have been in Mr. Stull’s name and any time Stanolind 
requested it. 

Senator Anperson. That is what I assumed Mr. Hannett was ask- 
ing about. Therefore, we will have the information. 

Mr. Srutz. I might also add that the files in my office, insofar 
my attorney-client relationship permits me to do so, are open to you 
inspection at any time. Unfortunately, the transactions involved i 
my filing system are not the best. There may be transactions involving 
20 or 30 different companies in one file. 

Mr. Hannert. We are not interested in your files. The only thin 
we are interested in is whether or not you are a “straw man.” 

Mr. Srv. Let me say at the outset that Iam. You don’t nee 
to look in my files to establish that. I certainly think there is nothing 
wrong about it. I have been a straw man, and I intend to contin 
to do so until the law is changed. 

Senator Anpverson. I commend you for that quick disposition 0 
that vexing question. 
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Mr. Strutt. In many cases there are public or acquired lands which 
have been overlooked by the landmen who have assembled the explor- 
atory block, and quite often I determine that there are additional pub- 
lic or acquired lands which are open for leasing, in which case I may 
do one of two things: I either call the client and obtain authority to 
file application for a lease of the omitted lands, or, if it is an area 
wherein there is strong competition for acreage, I may immediately 
file on the lands in my own name and advise the client later of the 
fact that I have done so. 

In a second situation, the client may be interested in a given area but 
will have no information relative to the ownership of the lands therein. 
] will naturally want to obtain for the client leases of any federally 
owned lands that may be available for leasing in the area. In such 
cases I request authority from the client to file my own application 
for leases of any federally owned lands which I may find open for leas- 
ing, and if authority is granted, I then file applications for leases, pay 
the filing fees and advance rentals out of my own funds, and subse- 
quently bill the client for the amounts of such payments. 

Mr. Hannett. In many instances your clients personally get in 
touch with you, and advise you that this is the area we are interested 
inand you go file it? 

Mr. Sruuu. Right. 

Mr. Hannetr. And we will see that you are reimbursed for all 
expenses. 

Mr. Srutn. They may not say so, but I assume that is true. 

Mr. Hannerr. Do you have other employees in your office besides 
yourself ? 

Mr. Stutz. Oh, yes. 

Mr. Hannetr. Do you take leases in their names, too, in the same 
fashion you do in your wife’s name? 

Mr. Srutzt. I have in some instances; yes, sir. 

Mr. Hannetr. And they, too, follow your directions as your wife 
does with regard to giving options, assignments, or whatever you 
determine ? 

Mr. Strout. Generally speaking, yes. 

Mr. Hannerr. Do you pay the filing fees for your employees when 
they file these applications, or do the employees pay them themselves 
and you reimburse them ? 

Mr. Sturt. Sometimes they pay them and sometimes I pay them. 
If they pay them I reimburse them, or the company reimburses them. 
leneeaiiie I pay them. 

Mr. Hannerr. Do these employees get 10 cents an acre commission 
from Stanolind Oil & Gas Co., or any other company ¢ 

Mr. Srutu. No, sir. 

Mr. Hannett. They don’t get anything other than the normal com- 
pensation you pay them as an employee? 

Mr. Strut. Yes, sir. 

Mr. Hannerr. Do you, when you are filing for applications, per- 
sonally get any additional compensation other than your normal 
compensation as an attorney ? 

Mr. Strut. No, sir. 

Senator Anprrson. You get reimbursed only for the filing cost, 
then, as I understand it. 
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Mr. Sruuu. Yes, sir. I want to be sure that I am 100 percent correc; 
on that. Yes, sir; ‘that is right. 

In both of the above situations, I prefer to file my own applica. 
tions on the available lands for the reason that, as the members of 
this committee are aware, the Mineral Leasing Act vests the right to 
receive a lease in the person who first makes application therefor 
Thus, if we were to wait until the company itself was able to prepar 
and file applications, there would be good chance that some other 
persons would file ahead of us. I feel “that this is simply rendering 
good service to a client when I file immediately in my name, and thus 
prevent others from getting control of acreage in an area which my 

client intends to explore at a very substantial cost. , 

Mr. Hannert. Your interest in this is getting control of acreage! 

Mr. Srutu. Right. 

Mr. Hannetr. Getting control of as much acreage as possible. 

Mr. Stutz. Within the limits set out in the laws. 

Mr. Hannert. When you do this, you don’t interrogate the va: lou 
district landmen as to how many acres, or the company itself, 
may then have in that area? 

Mr. Sruuu. Yes, sir. 

Mr. Hannett. You do before you file? 

Mr. Stvuuu. Yes, sir; in all cases. 

There are two questions that obviously have arisen here during 
this hearing. One appears to be the question of whether or not it is 
proper for me, and others, to make filings and acknowledge the fact 
that we are going to give them to our clients. However, there is also 
a tr of whether or not in doing so we are aiding the client to 
exceed the acreage limitation. 

In the first place, I feel that there is nothing reprehensible about 
taking the client’s interest, but in the second place it is legally im. 
moral and improper if I conducted myself to avoid anyone. 

Senator Anprrson. In the case of New Mexico, under your practice 
as you outline it, if Stanolind notified you they wanted to file in an 
area, or waited to conduct a test of a certain area that has heretofore 
been neglected, and they have got some geophysical work or some- 
thing that indicates to them, aerial photography, or something, that 
it is ‘pretty high, you can go ahead and file various ways up to 40,000 
acres on that. 

Mr. Sruuu. 46,080 acres; yes, sir. 

Senator Anperson. A person in your office could file another 46,000 
acres, and you could kind of block out 160,000 acres; and you could 
give options on that to Stanolind because they are entitled to have 
200,000 acres of options, and that would not in any way be a violation 
of the law. 

Mr. Sruty. Senator, the Mineral Leasing Act is an act which was 
written in a sense to control a facet of the oil business. 

Senator Anperson. This particular section is to prevent monopoly, 
and it was so stated at the time. 

Mr. Sruutt. That is right; but the act does not in any way pre 
scribe that there shall be any question of a particular motivation back 
of the filing of an oil and gas lease application. 

Senator Anperson, I did not mention motivation. I asked yous 
hypothetical question: If Stanolind finds an area in New Mexico 
that they think is hot. and get you on the telephone, and you file 
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40,000 acres for yourself, you file 40,000 acres for a girl in your office, 
vou file 40,000 acres for another girl in your office, and do it for a 
fourth person, and that gives you 160,000 acres in that particular 
block and you have blanketed it. ‘Then you give an option to Stano 
ind good for 3 years, a nonrenewable option that can be renewed at 
its expiration by calling it a successive opt ion. i eth 

is it your understanding that that complies with the spirit of the 
Mineral Leasing Act ! 

Mr. Srutu. I have never done that, Senator. 

Senator ANpERSON. I did not say that. 

Mr. Srutu. But I think that it would be perfectly proper if we 
were to do sO. 

Senator Anperson. Thank you. I think that is very interesting, 
because I do not believe the Congress so understood it. What we are 
trying to find out here is if there is any necessity for legislation to 
correct a situation like that. 

| am sure you would be the first to agree that on that sort of pro- 
cedure they can have 200,000 acres under option very quickly and, in 
effect—I do not want to say ignore—evade or walk away from the 
46,000-acre limitation, 

Mr. Strutt. I might say, Senator, in every case in which I have— 
| or any of my employees or my wife—have filed applications for 


s leases on federally owned lands for Stanolind’s benefit, with the ex- 
« 9 


ception of 1 or 2 cases Stanolind has immediately taken assignment 
of that. It has not taken up options from me. It has taken assign- 
ment in all cases, except 2 or 3 leases. 

Senator Anprerson. Therefore, it would put itself under the 46,000 
limitation ¢ 

Mr. Srutz. Yes, sir. 

Mr. Repwine. I would like to call your attention to the fact that 
Stanolind has consistently been reporting many options from you in 
their semiannual reports. 

Mr. Srviy. That is only in 2 or 3 cases, Mr. Redwine. I think those 
are either in Montana or in North Dakota. 

Senator ANperson. Mr. Stull, I am going to stop you here. We 
have been trying to see if it is going to be possible to work out some 
form of stipulation as to what we could get from the companies. | 
am going to declare a 2-hour recess in the hope that Stanolind and 
counsel for the committee can see if there is something we can get that 
will supply our needs. 

Therefore, we will be in recess until 2 o’clock. 

Before that, however, I want to say that if any of the companies 
feel that they have now listened enough to know the sort of thing 
we are trying to get to and at, and desire to supply that in advance of 
the time they might be called upon, I would be very glad to have it. 

I said in the beginning that we are not trying to stick anybody. We 
are not trying to take somebody’s acreage away from them. This is 
a discussion of what the mineral leasing law applies to. There is a 
difference of opinion as to what it was intended to cover. 

I have been reading over and over again Mr. Carlson’s presentation 
of the Mineral Leasing Act of 1954 to the Senate, and if you find 
anything in there that would indicate this sort of thing might be 
done, I can’t read it into it. 

874025710 
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Therefore, I think the Senate Committee on Interior and Insular 
Affairs would like to take a look at this again. If it is to the ad. 
vantage of this country and the conservation of its resources to vet 

rid of all acreage limitations that fact ought to be presented to the 
Congress. If it is to the advantage of this country to enforce rigor. 
ously and vigorously the limitation under companies then perhaps 
that ought to be done. If the option has given them a loophole by 
which they toss the acreage limitations out the window, that ought 
to be called to the attention of the Congress. 

Therefore, if we can get ideas in this direction without having to 
put each company on the stand and say, “Who took this lease applica. 
tion?” and “Who filed this option?” and “What happened to the op. 
tion ?” then I think we would save some time. 

We will just put a line here as far as you were and resume with you 
after lunch, Mr. Stull. 

We will adjourn until 2 o’clock. 

(Whereupon, at 12 o’clock noon, the hearing was recessed, to re. 
convene at 2 o’clock, p. m., the same day.) 


AFTER RECESS 


(The subcommittee reconvened at 2:05 p. m., Hon. Clinton P. 
derson (chairman) presiding.) 

Senator Anperson. The hearing will be in order. We will continue 
with Mr. Stull. 


TESTIMONY OF NEIL F. STULL, WASHINGTON, D. C.—Resumed 


Mr. Hannerr. We will proceed with the reading of your statement 
for the time being. 

Mr. Stott. I have just finished outlining what I do in the way of 
filing oil and gas lease applications for clients. 

I might add that it is custom: wy for other attorneys throughout the 
country to do exactly the same as I do. 

Mr. Hannerr. What other attorneys ? 

Mr. Srutt. Well, I know a tremendous number of oil and gas at- 
torneys, both in W ashington and outside of Washington, and, so 
far as my conversations with them have indicated, they are accus- 
tomed to filing oil and gas lease applications for clients. 

Mr. Hawnerr. All right. Go ahead. 

Mr. Srutz. So far as I have filed applications for leases and ob- 
tained leases on behalf of Stanolind in my name, in every case Stan- 
olind has immediately taken assignments of any leases which may issue 
pursuant to my applications and has thenceforth treated those lease 
or applications as constituting chargeable acreage. 

Mr. Hannert. We note in some of Stanolind’s reports that there 
are sometimes 3 or 4 times in a State that your name appears, and 
sometimes there is almost a full page of applications in which options 
have been taken by Stanolind. Would you say that those are excep- 
tions to the instances of immediately taking assignments?! 

Mr. Strutt. Mr. Redwine called my attention to the discrepancy in 
my statement just after we adjourned for lunch, I might say that in 
my office at the last estimated count I have records pertaining to 
approximately 25,000 Federal oil and gas leases and applications, and 
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[| don’t make any effort to try to retain a keen recollection of all of 
tnem. 
7 It was my belief when I testified this morning and when I pre- 
pared this statement that there were only 2 or 3 instances wherein I 
had given Stanolind options rather than assignments but, according to 
the compilation, there were a considerably larger number than that. 
| don’t know how many. I didn’t see the compil: ition. 

Mr. Repwine. I am looking at that phase of it right now. I have 
not had a chance to check it fully. 

[ find in the 1954 report so far in the State of Montana 3 instances; 

in the State of North Dakota so far I have found 7. I will give more 
as we go along. 

Mr. Strutt. Well, so far as I personally am concerned, it doesn’t 
make any difference to me whether I get an assignment or an option. 

| feel | am in the same position in either case. But obviously that is 
an erroneous statement. 

Mr. Repwine. Do you do their bidding, whatever they desire? 

Mr. Srunz. It is not always entirely their bidding. It is a volun- 
tary act on my part in a lot of cases, 

Mr. Hannerr. You do what they ask you to do? 

Mr. Srutm If they ask me to do it, I would be very glad to do it; 

yes. 
There have been a-few isolated instances wherein, instead of exe- 
cuting assignments to Stanolind, I have given Stanolind options to 
take the lease or any leases which may issue pursuant to applications, 
and in every such case such leases have appeared on Stanolind’s next 
semiannual option report which it filed with the Bureau of Land 
Management. AJl of Stanolind’s option reports are filed through my 
office, and I always examine them before they are filed. 

Mr. Hannerr. Mr. Stull, at that point, I note in the covering letters 
on many of these reports which have been filed that they appear to 
come directly from Mr. McCollum of the Stanolind Oil & Gas C 0., 
or from other members of the Stanolind Oil & Gas Co.; from Mr. 
Schempf. Here is one by Mr. Whitford; Mr. Watts; and they seem 
to be the early reports ‘from 1948, 1949, and 1950. Do you review 
those when they are forwarded with that covering letter, or do you 
not review them ? 

Mr. Srutn. The covering letter and the report itself are sent to 
my oflice. If you were to examine the records of the Interior Depart- 
ment, you will find that attached to these is also my letter, a letter on 
top ofa letter. They all come through my office. 

Mr. Hannerr. Go ahead. 

Mr. Stutz. In connection with the two situations I have outlined 
above wherein I make or have made applications for oil and gas leases 
on behalf of clients, I will give you a specific instance of recent oc- 
currence wherein I filed applications for leases on a considerable 
amount of acreage in the State of Florida. 

Mr. Hannerr. Do you know the exact amount of that acreage, or 
the approximate amount 

Mr. Srutn. It is around 130,000 acres. 

Mr. Hannerr. How recently did this occur? You said this was a 
recent occurrence. 

Mr. Struts. It was within the last 3 months. 
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Mr. Hannerrt. This was acreage in the State of Florida ? 

Mr. Sruiy. That is correct. 

Mr. Hannerr. Now, did you use yourself and your office help jy 
filing on that acreage ? 

Mr. Srvtx. | will explain that later on, if I may. 

Mr. Hannetr. Allright. Go ahead. 

Mr. Stuti. Some months ago Stanolind’s district Jandman at Jac. 
son, Miss., called me and said it was his understanding that there wa; 
a considerable amount of federally owned land in the Apalachicol; 
National Forest in Florida, and that, if so, Stanolind would be ;) 
terested in any lands which were available in the western part of th; 
forest. I checked and found that the national forest had all bee 
acquired by the United States and that there were approximately 
150,000 acres of land available for leasing. 

Mr. Hannetr. Now, the statute and regulation does not make any 
distinction between the normal public domain and acquired land inso- 
far as acreage is concerned; does it? 

Mr. Srutx. Yes; it does, Mr. Hannett, if I understand your ques. 
tion correctly. The Mineral Leasing Act for acquired lands whic! 
was passed in 1947 is in one sense a duplication of, you might say, 
the public land Mineral Leasing Act in that you are entitled to the 
same amount of holdings of acquired land that you are of public 
land. In other words, you can hold 46,080 acres of public land ina 
State, and also 46,080 acres of acquired land in the same State. 

You could hold today 200,000 acres under option in a State and a 
like number of acres of acquired land in the same State. 

Mr. Hannerr. Do you know the citation of the statute in the Min- 
eral Leasing Act which makes such provision ? 

Mr. Sruui. Well, it is the act of August 7, 1947. I don’t know the 
statute volume and page, but that act provides in one of its sections 
essentially that the same rules and laws shall apply to the leasing of 
acquired lands that apply to the leasing of public lands. 

Mr. Hannerr. Has there been any court interpretation that 
says 

Mr. Srutzu. Only departmental interpretation, Mr. Hannett, and 
I will say that I was quite surprised when the Department reached the 
conclusion that you were entitled to what you might call duplicate 
rights in acquired lands. Nevertheless, that was the ruling of the 
Department. 

Mr. Hannert. Do you know when that ruling was given ? 

Mr. Srv. It was more or less an informal understanding, Mr. 
Hannett. I think the first time that it was ever decided possibly was 
soon after the act was passed; and I went to the Department with that 
question in mind and talked with several of the attorneys and they all 
expressed the view that you were entitled to hold the same number 
of acres of acquired land that you were of public land. I don’t think 
there has ever been a distinct ruling to that effect. 

Senator Anprrson. I am somewhat surprised at that because, when 
the tidelands investigation was extremely active and the courts had 
decreed that the United States owned the tidelands, a man filed on the 
tidelands under the Federal Leasing Act, and his application was 
rejected by the Federal Government on the grounds that there were 
no grounds for leasing acquired lands in the United States. 
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Mr. Srotz. I am sorry; not on that ground. The grounds were, 

». that the Mineral Leasing Act applied only to public “lands and the 
-delands did not come within the ¢ sategory of public lands and there- 
fore there was no authority to lease them. 

Senator Anperson. Maybe that was not what I said. I said there 

; no provision for leasing acquired lands. 

Mr. Srutt. Those were not acquired lands. 

enator Anperson. They were, under the theory of the Govern- 
ment inthesuit. Congress finally gave them away, but the theory was 
that they were acquired lands, was it not! 

Mr. Srvutwx. No, sir. They were in neither category. They were 
not considered public land and they weren’t acquired lands because 
acquired lands mean lands the title to which has once passed from the 
United States and has since been reacquired by the United States. The 
tidelands don’t positively fall in either category. 

Senator Anperson. Goahead. Iam very happy to have your state- 
ment of it, I am not sure, but I remember that the question came up 
in connection with the filing by Mr. Cord of the coasts of Texas and 
Alabama. 

am Repwine. Mr. Chairman, referring to what Mr. Stull men- 

ioned, I find nothing that says ‘anything “about the duplication that 
you can have on acreage. However, there is this exception: 

Provided, That nothing in this act is intended or shall be construed to apply to, 
or in any manner affect any mineral rights, exploration permits, leases or con- 
veyances or minerals that are or may be in any tidelands or submerged lands. 

There is an exception in that. 

Senator AnprRsoN. Well, I appreciate the matter being brought out 
because, as I say, we are trying to find out what some of the loopholes 
are in this, and, if there is a provision that gives a company ninety- 

thousand-some acres of land plus 400,000 of option, you could cover a 
fairly sizable area if you had lots of acquired lands. 

Mr. Srutz. That is what the industry likes to do. 

Senator ANDERSON. I understand that. We are not worried about 
the desire of the industry to acquire a lot of land. 

Mr. Stutz. Senator, I was just starting to outline a particular ao 
ation wherein I made some oil and gas “applications. I will repeat 
part of it. 

Some months ago, Stanolind’s district landman at Jackson, Miss., 
called me and said it was his understanding that there was a consider- 
able amount of federally owned land in ‘the Apalachicola National 
Forest in Florida, and that, if so, Stanolind would be interested in any 

lands which were available in the western part of the forest. I 
checked and found that the national forest had all been acquired by 
the United States and that there were approximately 150,000 acres of 
land available for leasing. 

The Jandman asked that I furnish him with a description of the 
lands so that he could prepare applications for leases. I explained 
to him that the lands would have to be described by metes and bounds 
and also by reference to certain private surveys, and stated that it 
ee be much easier for all concerned if I were permitted to prepare 
he land deseriptions in my office. 

Senator Anpverson. Would this be under the swamp and overflow 
provision 
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Mr. Strut... No, sir. These lands were in the unique status becays 
they were under what was known as the Forbes purchase. That was, 
very old land grant made to a British naval officer. There was cop. 
siderable difficulty in establishing the validity of the grant, but finally 
a patent did issue for this entire large acreage down there. I think. 
altogether, it covered possibly 2 million acres. It is, incidentally, aj 
swampland though, and has been taken over by the Forest Service. 

Accordingly, applications for leases were prepared by three appli. 
eants, leaving out only the land descriptions. These applications 
were forwarded to me, and, after inserting the land descriptions, | 
filed the applications. I also used my own money to pay the filing 
fees and advance rentals, for until the applications were prepared 
I did not know the amount of acreage that would be involved and 
hence could not inform the applicants of the amounts of the filing fee: 
and advance rentals. Also, after the applications had been con. 
pleted and were in shape for filing, I did not want to delay filing any 
longer than necessary, and inasmuch as it would have meant a sub. 
stantial delay if I had waited for the applicants to send me the ap. 
propriate filing fees and rentals, I paid these amounts and was subse. 
quently reimbursed by the applicants. 

When I was filing these applications I found that the three appli- 
cants had not executed a sufficient number of applications to cover 
the acreage which we desired to lease, hence I filed several applica- 
tions in my own name. I also paid the filing fees and advance rental 
on these applications out of my own funds, and was subsequently 
reimbursed by Stanolind. As for the applications which I filed in 
my name, I immediately assigned the acreage covered thereby to 
Stanolind, and this constitutes chargeable acreage, not only for Stano- 
lind, but, incidentally, also for myself. This is a rather unusual 
situation wherein two parties are charged with the same acreage. 
So far as the acreage which was filed on by the three applicants is 
concerned, it is my understanding that these applicants have optioned 
the acreage to Stanolind. 

Mr. Hannetr. Now, you say that you are both being charged with 
this acreage. How does that occur? 

Senator Anprrson. That is the new regulation ? 

Mr. Sruiu. No, sir. It is a rather peculiar situation, Senator, in 
concerned, it is my understanding that these applicants have optioned 
here, you have two types of chargeable acreage. One is the regular 
title ownership wherein you own the lease and you can’t hold more 
than 46,080 acres. Then you have the other type wherein you have 
only the option rights under the acreage and you can hold 200,00 
acres under options. 

Now, if I file an application for an oil and gas lease in my name 
and get the lease, I must figure that whatever acreage is in that is 
chargeable against my 46,080-acre allowance. Now I turn around and 
assign this lease to Stanolind or whoever the assignee may be. I have 
assigned that to a company. 

So far as Stanolind is concerned, it has always taken the position 
that the minute I gave it an assignment of the lease, it became 
charged with that acreage. Now, I think that, under the law as it 
generally is understood, that after I have executed an assignment of 
the lease to someone that I would be in a position where I might be 
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able to say, “I have parted with all of my interest in it and, therefore, 
| don’t have to take a charge of that acreage.’ 

The courts have held in “at least some instances that an assignment 
of a Federal oil and gas lease is effective as between the parties until 
such time as it may disapproved for some reason by the Department 
of the Interior. 

So, as I say, I suppose that a person could take the position that 


once you have executed an assignment to someone you are clear of 


that acreage, you don’t have to consider that as chargeable acreage; 
but in the interests of caution I at least alw ays consider that I am 
charged with that acreage until that assignment has been approved 
by the Department of the Interior and record title interest is 
completely out of my name. 

Senator ANpERsON. Mr. Stull, were you here this morning when 
the representative of the land office in Santa Fe testified and said 
that up until a recent time they had done what you said, charged off 
the assignments made, and that is why one person this morning was 
not over the limit; but he said that, under the regulations now existing, 
it is charged to both until the application is approved. 

Mr. Stutz. Well, that, of course, is the attitude the Department 
takes. 

Senator ANDERS Then is there something special in Stanolind’s 
attitude in this? 

Mr. Stutz. There is nothing special. 

Senator AnpERsonN. You said that Stanolind, out of precaution, 
handled it this way, or that you handle it that way out of precaution. 
You handle it that way because the regulation is that way and you 
could not handle it any differently if you wanted to do so. 

Mr. Sturn. There are a lot of places, Senator, where I differ with 
the regulations. 

Senator ANperson. But, differ or not, you have to live up to them. 

Mr. Stotu. Not necessarily. If they don’t like what I do, they 
can take me to court. I don’t feel that the Secretary of the Interior 
isthe word of God. 

Senator AnpreRsoN. You mean that you do not try to live up to 
the regulations; you wait for them to get you in court ? 

Mr. Srutz. I live up to both the letter and spirit of the law. 

Senator AnDerson. If the Department has laid down a regulation 
that says it is going to be chargeable to both parties until the applica- 
tion is approved, what status do you think that has, if any? Is it 
merely an advisory opinion ? 

Mr. Sruti. As far as I am concerned, I do not break a regulation. 
T abide by that not because of the regulation but because I feel that 
I should; but I think there is plenty of room for legal doubt as to 
whether or not the Department can take that position in a regula- 
tion when the courts have said that that assignment is effective be- 
tween the parties unless at some time in the future the Secretary of 
the Interior disapproves that assignment. That amounts to an inter- 
a which is of equivalent weight with the Secretary of the 
nterior’s interpretation; and I think that, if I wanted to, I could 
refuse to abide by that regulation. I don’t intend to and haven’ t, but 
I think I would be entitled | to take that position. 

Of course, that is only one man’s opinion. This isn’t commiting 
anyone else, but that is the way I look at it. 
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Senator Anprerson. That is a harsh way to look at it, that you ary 
going to violate the regulation if you feel like it and they can take 
you to court ; but every man to his own conscience. 

Mr. Struuu. Every man has a right, Senator, to his opinion op 
things and, if I have an opinion that a regulation is improper, they 
[ have a right to question that regulation, and one of the ways that 
[ question it is by refusing openly to abide by it. 

Senator Anprerson. We would have chaos if everyone did that. 

Mr. Stutz. I don’t think so. 

Senator Anprerson. The Federal Communications Commission has 
regulations; the Immigration Service has regulations; and, if every. 
body differs with them so that everybody goes and does as he dam 
pleases until they get them into court, gracious, what a Government 
we would have. 

Mr. Sruu. I think it would be salutary if people did take exception 
to regulations under the Mineral Act. 

Senator Anperson. Under regulations of every act. People under 
the Mineral Leasing Act are not favored by God. People under the 
regulation of the Federal Communications Commission who have 
applied for permits to broadcast sometimes wonder why they are not 
allowed to broadcast in an area, but the regulation says they can- 
not do it. 

You say, “I have my own opinion. I will broadcast as long as] 
want to broadcast, and they can take me into court.” 

Mr. Strut. Senator, if I, as a lawyer, differ with some depart: 
ment on the construction of the law, I am entitled to have that matter 
tried by a higher tribunal. 

Senator Anperson. That is one way. 

Mr. Sruiw. I can’t get it tried if I go and comply with it. I have 
to violate it in order to get the issue raised. 

Senator Anprrson. This is one way to get this matter pretty well 
headed up, I can see, because somebody contends that he does not 
approve of the opinion which the Federal judge was ready to promul- 
gate, although he did not promulgate it. He does not approve of 
what has been done heretofore. Therefore, he will operate on leasing 
as he sees fit until they take him into court. 

That is certainly a warning to the Congress that, if they do not 
like that, they had better change the law. That may be the case. 

Mr. Sruiz. It is my opinion that the above transaction was entirely 
within both the letter and the spirit of the Mineral Leasing Act. The 
Mineral Leasing Act gives every citizen of the United States the 
right to file on 46,080 acres of public land and a like amount of ac- 
quired land in each State of the United States. That right is not 
limited. The matter of motive is not involved except insofar as 
citizen would not be justified in filing on Federal acreage solely in 
order to permit some company or individual to avoid the acreage 
limitations of the law. 

Mr. Hannerr. Well, now, Mr. Stull, at this point I want to say that 
you probably heard that decision of the land department in Utah 
read this morning. You are not the real party in interest in making 
these applications, are you ? 

Mr. Srutu. Iam toa certain extent; yes, sir. 

Mr. Hannerrt. The real party in interest is the company that you 
are representing in making it. 
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Mr. Stutz. Well, except that I am indirectly aiding myself by mak- 
ing these applications. ’ 

Mr. Hannert. In that you keep your clients ? 

Mr. Sruuu. Right. 

Mr. Hannetr. But you are not interested in going in and ex- 
Jloring that land that you are making application for, are you? 

Mr. Srutu. No, sir; and neither is any other of 97 percent of the 
total applicants that file. 

Mr. Hannertr. You would say 97 percent? How do you arrive at 
97 percent ? 

Mr. Srutu. I don’t know. I just guess that; but I would say that, of 
the total number of oil and gas lease applications filed, 97 percent 
of them are filed by persons who haven’t the remotest intent of doing 
any exploration. 

Mr. Hannerr. In other words, the real party in interest. in 97 
percent of the cases is some large major oil industry ¢ 

Mr. Stutz. No, sir; not that exactly. Insofar as the 97 percent 
or some part of the 97 percent might be filed in the same way that 
I filed these Florida applications, that would be true, but by no means 
are all of the 97 percent that I referred to filed by persons who have an 
agreement with some oil company to take over that application or any 
lease which may issue. 

There are literally thousands of persons who file oil and gas lease 
applications in their own names solely in the expectancy that they 
may sometime be able to peddle that to some oil company and make 
some money out of it. There are thousands of persons, individuals 


who go in and file on it who have no intention whatever of doing 
anything in the way of oil and gas development. 


Mr. Hannerr. It isa business with them ? 

Mr. Stun. Right. 

Senator AnpERsON. Congress ought to take that into consideration, 
ought it not, in passing any oil legislation from here on out? It is 
not really a device by which individuals are given acreage. 

Mr. Stutu. I could answer that question with a question, if I may. 
That is this: How in the world would you ever devise a statute 
which could set up certain grounds which could control the motivation 
of oil and gas eared You can’t do it. 

Senator Anpgerson. I know that, but, under the Homestead Act, 
they expected people to go in and take homesteads as places for them- 
selves. They tried in numerous instances to consolidate these and 
obtain permits for other people but, in the main, I think they tried to 
find the homestead, the place to live. 

Now, you say that that does not apply to oil and gas leases; that 
97 out of every 100 applicants are in there trying to make a deal 
where they can sell some land to an oil company. [If all oil activity 
on this land is speculative, then you have an indictment of the people 
who passed the Mineral Leasing Act. I wish Senator O’Mahoney 
could have been here to hear this today. 

Mr. Srutz. From what you said, I think you might possibly favor 
writing into the act that no person could file an oil and gas lease 
application unless they were personally intending to develop it for oil 
and gas purposes. ‘ 

Senator ANperson. No such thing. 
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Mr. Sruuy. Earlier this morning you said that one of the purpose 
of the act was to prevent monopoly. If you are going to make jt 
possible only for those persons who are interested directly in oil and 
gas development to take an oil and gas lease, then 100 percent of the 
public domain is going to be controlled by the oil companies and 
nobody else. You are going to cut the public out of it. 

Senator Anperson. I do not believe that the record would show 
that 100 percent of all the oil wells in the country were brought jy 
by the major oil companies. They were brought in in many ip. 
stances by people with a little grit, ambition, and a set of cable tools, 

Mr. Srvutz. That is correct. 

Senator ANperson. The Oil and Gas Act lets them do that. This 
400,000 acres to one company is a somewhat new development. 

Mr. Sruuu. I daresay those small companies or wildcatters who are 
responsible for bringing in a great deal of the new production that is 
obtained in this country were not the original lessees of that acreage, 
That acreage was bought from an individual who in turn had no inten. 
tion of developing the land when he got the leases. 

Senator ANperson. As IJ say, this is a very interesting point of view 
in which I am sure the Congress will be much interested. I want to 
see the color of the men’s hair that come in to talk to us again about 
some of the things they talked about in the past because they are 
misrepresenting things to us in Congress, and we did not know it up 
to now. 

Mr. Srv. I don’t think you had misrepresentation, Senator. | 
think these things were all pretty well recognized and pretty well 
known. At least the experience of the Department over 26 years 
should have advised it sufficiently. 

Senator ANnpErson. I want to say to you that I have been on the 
committee only a few years. I have tried to be fairly diligent in my 
attendance at meetings. I have certainly been conversant to a small 
extent with the Mineral Leasing Act in view of the rather long struggle 
we had on tidelands oil and various other things; and this is the first 
time I have ever heard it contended that the Mineral Leasing Act gave 
every citizen the right to file on 46,000 acres of public land and a like 
amount of acquired land in each State of the United States. That is 
the first time I ever heard this acquired land separately referred to. 
We do live and learn. I expect to find other rights. I would like to 
know what is the top limit. We are up to 470,000 in one State. It is 
like the motto of this State, “It grows as it goes.” 

Mr. Sruuz. I might say, along with what you said a moment ago, 
that, as a matter of fact, it isn’t of any great importance because there 
are only a very few public-land States where there are any substantial 
amounts of acquired land. 

Senator Anprerson. I think I would agree with that. We had that 
figure before us. 

Mr. Stutz. It is my opinion that the above transaction was entirely 
within both the letter and the spirit of the Mineral Leasing Act. The 
Mineral Leasing Act gives every citizen of the United States the 
right to file on 46,080 acres of public land and a like amount of acquired 
land in each State of the United States. 

Mr. Hannert. Regardless of whether or not he is the real party in 
interest ? 

Mr. Stutz. Yes, sir. 
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Mr. Hannerr. And did you know of the opinion of the Solicitor in 
connection with the Utah decision ? 

Mr. Strctu. That decision, sir, dealt with a situation wherein there 
was a deliberate attempt to evade the acreage limitations of the act. 


 \s such, that opinion is 100 percent correct, and meets with my per- 


sonal approval. 

I am talking about a situation where a man is not attempting to 
evade the acreage limitations. We have two situations to consider 
here. I would feel that, if I file applications for 46,080 acres of land 
in a State for the interest of Stanolind Oil & Gas Co. with knowledge 
of the fact that Stanolind Oil & Gas Co. already held 46,080 acres of 
record title interest in that State, that I would be acting illegally, 
immorally, unethically, and would probably be subject to prosecution 
under the penal statute; but, if I take 46,080 acres of land because 
[ happen to like Stanolind or because I happen not to like Stanolind 
and want to interfere with their operations, I am perfectly within 
my rights in doing so. The act gives me that right. There is nothing 
in the act which says that I have to have good motives or bad motives 
when I go to take an oil and gas lease. 

Mr. Hannerr. You certainly read these coal mining cases. 

Mr. Strutt. No;Lhavenot. I don’t pay attention to coal. 

Mr. Hannetr. You read the opinion of the Solicitor on this appeal 
which referred to them. ° 

Mr. Stutu. No,sir. Ihavenot. Iam sorry. 

Mr. Hannerr. You just knew of the opinion ? 

Mr. Strutt. You mean the one you were citing from ? 

Mr. Hannetr. Yes. 

Mr. Sturn. I thought you meant the coal cases. I know nothing of 
coal cases. 

I think I read that decision. If I may, I would like to give you 
something on the background of that. The Department has been, of 
course, concerned about this acreage situation for a long time. That 
is evidenced by some of the correspondence that you brought forth in 
testimony this morning. 

One of the things that gave the Department so much trouble a few 
years ago was the fact that there were a lot of brokers throughout 
the United States who were sending out letters—for a while I myself 
got them, at least 1 or 2 a week—very glowing tales of how they had 
gotten leases of public-domain lands for some of their customers and 
these people had sold these lands for tremendous amounts of money; 
and they were soliciting you to give them $100 for which they would 
get you a public-domain lease covering 40 acres of public land. 

_ They caught a lot of unwary customers. These people put their 
5100 into it and generally, of course, learned that only $30 of that went 
into the lease. They found out that the land they had leased had no 
value from an oil and gas standpoint, and immediately a lot of these 
people, who couldn’t afford to lose the $100 or even $30, wrote to the 
Department of the Interior and said, “Why did you let these things 
happen? Why do you let us be taken in? These are Government 
lands. You ought to protect us.” 

Senator Anpgerson. Of course, there was no real excuse for the Inte- 
rior Department to take the responsibility of guiding these people in 
the expenditure of their money but, nevertheless the Department did 
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realize that it was a problem which involved the United States, an; 
particularly the Department of the Interior. 

They tried every way in the world to stop that. One of the thing 
which they did in attempting to stop it was come out with anothe 
regulation which I will say right now I don’t think is valid. The 
came out with a regulation that in applying for a lease you have j 
pay for 640 acres if there are 640 acres of adjacent land available they 
for leasing. 

They made that regulation in order to stop this 40-acre leasing jy 
every Tom, Dick, and Harry in the United States. That regulatiq 
has stopped that to a certain extent. Then they tried to break up thes 
so-called combines which were going in, just like the situation involve 
in the decision this morning, and they attempted to break those thing 
up. They did so in one case by this decision here. : 

That is an internal situation. Those were situations wherein peopk 
were either speculating in the public domain to the detriment of inno. 
cent investors, or these were combinations which, from their inception, 
were intended deliberately to violate the acre limitations of the lay. 

Those I do not think are applicable at all to the situation like the on 
outlined here. 

Mr. Hannert. I do not quite get it, Mr. Stull, how you differentiate 
between a situation when a company is using a strawman, which you 
have admitted you are as far as Stanolind is concerned, and the situ. 
ation which is presented in the appeal to the solicitor of the land 
department. 

I do not see how you differentiate. How do you differentiate! 

Mr. Srvuuu. I think I can differentiate by an illustration. 

Suppose that I am a person who wants to get an oil and gas leas. 
I know nothing about how to make out an offer of a lease. I don’ 
know anything about land description but I want to get a lease. | 
come to you as a lawyer and I say, “Mr. Hannett, I want to file an oil 
and gas lease application and get myself a lease. Will you make out 
the application for me?” 

I am sure that you would do it, and I would say, “I don’t know hov 
to make out a land description. You put in the land description, too’ 
and you put itin. Then it is all ready for filing. I say, “As it happen 
right now I am temporarily embarrassed. I don’t have a nickel. Will 
you please loan me the filing fee,” and you do so. You give me your 
check and I take it over and file it. What is wrong with that? You 
are right and I am right. 

Mr. Hannetr. That is one situation, Mr. Stull, but when you know 
in advance the description of the land, you know in advance that that 
is going to be transferred to a specific person, and it is taken with the 
understanding that that is going to be done, and you are going to ge 
your money back, and to be held by that other person under option, it 
is an entirely different type scheme than you just described. 

Mr. Srutu. It may be entirely, but so far as the moral, the law, and 
the ethics are concerned, it is just as permissible as the first one, with 
the exception of the fact, as I said edocs, if I were doing this fo 
the purpose of getting this acreage and holding it for this company 
so that it could, in etfect, avoid the acreage limitations of the act, 
then I would be acting absolutely improperly. 

Mr. Hannerr. You are holding it so they can control? 
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Mr. Sruty. But there is nothing in the law which says I am not per- 
}itted to take an oil and gas lease and hold it for whoever I want to 
noid it for. 

“Mr. Hannert. You are holding it so they can control that acreage. 

Mr. Strutt. Maybe so, yes. There is nothing that says I can’t do 

hat. 

“Mr. Hannerr. And in the case of invitees, who know nothing about 
the oil and gas business, not interested in going in the oil and gas 
usiness in any manner at all, other than they want 10 cents per acre 
for the use of their name, they are in no different position than you 
are, al’e they ¢ , : : 

Mr. Srutu. No, sir. They are perfectly within their rights in 
acting as an invitee. . 

Mr. Hannerr. And they are a strawman or dummy in your opinion, 
just as much as you are? 

' Mr. Srotn. Right. Nothing wrong with it. 
Mr. Hannett. Mr. Stull, as a lawyer, looking at that scheme and 


the plan, you go to somebody and you ask them to do something for 


vou, let them use your name to get oil and gas lease applications, 
with the understanding that they are going to be under your control 
after they get the application and they are going to give you an 
option, which they do, they don’t have one bit of out-of-pocket ex- 
pense other than possibly initially, putting up the application fees 
and advance rentals. 

isn’t that, in your opinion as a lawyer, a conspiracy to get around 


=the act insofar as the acreage limitation is concerned ? 


Mr. Srutt. You have raised two questions there. Let me say in 
the first one you said someone comes to me and asks me to file an oil 
and gas lease application with knowledge of the fact that I will get 
the money back. I have done nothing. All I have done is made the 
filing and got my money back. 

[ would like to point out to you that when I file an oil and gas 
lease application, or take a Federal oil and gas lease, I have changed 
my legal position. I have assumed certain obligations on that which 
in a sense constitute a party of consideration to the thing. 

Again, I want to distinguish between the two situations: One, 
where I go in and make an application for a lease with knowledge 
of the fact that I am holding that for some company and that by 
holding it I will be permitting that company to exceed the acreage 
limitations; that is wrong. 

But if I do it simply in order to give this company some additional 
acreage Which comes within its prescribed limits, I am not doing 
anything wrong. 

Mr. Hannerr. What, in fact, you are doing is you are giving them 
another lease, which should be chargeable as lease acreage, isn’t that 
right ¢ 

Mr. Srurx. And they charge it as lease acreage. 

Mr. Hannerr, But they haven’t. You have said yourself they 
have a bunch of it that isn’t chargeable as lease acreage as yet. 

Mr. Sruut. No; and they don’t dare to report it as lease acreage. 

Mr. Hannerr. Because it would exceed the lease acreage provision. 

Mr. Srut. No; because the law says you got to do it under options, 
and under options you have to report it as options. 
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Mr. Hannertr. Maybe you misunderstood my original question, Mr. 
Stull. Why don’t these companies take an assignment and let it by 
chargeable / 

Mr. Srutu. Because they possibly have already had 46,080 acres 
and can’t take any more. ‘There is also this consideration which may 
prompt them not to take assignments: Once you get an assignment 
of a lease into your name, it requires considerably more to get rid 
of it sometimes than it does merely to terminate an option. 

Mr. Hannerr. In each instance, any person who doesn’t want to 
keep a lease can just file a relinquishment. 

Mr. Scutu. That is right. 

Mr. Hannerr. And they can get rid of their lease acreage imme. 
diately. 

Mr. Sruuy. That is right. 

Mr. Hannetr. I still can’t see from the answers you have given 
to these questions, Mr. Stull, how you can say that when a person is 
imvited to file an application for an oil and gas lease with the under- 
standing that he is going to give a specific company, a specific person, 
an option—he is going to have all his money back and he is going to 
get a little money for it—that isn’t a scheme to get around the acreage 
limitations on leasing. 

Mr. Sruu. It is not a scheme, Mr. Hannett, and where you and 
I are obviously thinking differently on this is the fact that you still 
take the position that a man must have certain motives or must not 
have certain motives when he files for and receives an oil and gas 
lease. 

What I say is that a man’s motives have nothing to do with it. 
There is nothing in the law which prescribes any motives. It isa 
right given any citizen in the United States to go out and file 46,080 
acres of leases and to take it and hold it and do nothing if he wants to. 

Mr. Hannerr. Do you mean to tell me that an invitee is the real 
party in that case when the declaration is filed ? 

Mr. Stu, No. 

Mr. Hannert. They are not? 

Mr. Srutu. No; they are not and they don’t have to be. 

Mr. Hannert. But under the decision of the land office which was 
read this morning, the purpose of the act, is to see that that real parties 
in interest file the applications. 

Mr. Strut. That is not true and the Department knows it isn’t true. 

Mr. Hannerr. What gave rise to this opinion ? 

Mr. Sruuu. There isn’t anything in the act which so states. 

Mr, Hannerr. What gave rise to this opinion ? 

Mr. Sturt. How are you going to set up a standard of motives by 
which you can control the persons who will or will not be entitled to 
file oil and gas lease applications ? 

Mr. Hannertr. Didn’t the Supreme Court in the coal land cases at- 
tempt to control motives? 

Mr. Srui. If there is a conspiracy to control the public domain. 
that is actionable; yes, sir. But there is no conspiracy to control 
the public domain. 

Mr. Hannerrt. It is a conspiracy to get as much acreage as possible 
and not report it as lease acreage, but rather, report it as option 
acreage. 
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Mr. Srotz. That is all right. The law gives you that option right. 
There should be an understanding of how this option thing came 
ibe I if . 

Senator ANperson. I think that would be very useful. 

Mr. Srvtt. When the Federal Leasing Act was first passed in 
1920), wildeat oil and gas lands in the United States—that is, public 
lands were disposed of under the system of prospecting permits. 
You obtained a prospecting permit which could cover not more than 
2,560 acres, the same as a lease today. 

Th acreage which you were permitted to hold in any one State at 

at time was 7,560 acres, which anybody knows isn’t sufficient to per- 
mit an oil company to operate or hardly an individual to operate. 
The Department of the Interior realized that and so there came about 

the device known as an operating agreement. You could hold a pros- 

pecting permit but turn around and give an oil company an operating 
agreement, and the Department of the Interior held that operating 
agreement did not constitute chargeable acreage until such time as 
that became producing. 

Therefore, you had literally millions of acres held under operating 
agreements which did not constitute chargeable acreage. Now, the 
1935 act came along when they abolished the prospecting permit sys- 

tem vand established in its stead a system of granting these 5-year non- 
competitive leases. 

When the act was passed, most of us assumed that the Department 
would take the same position with respect to leases, these noncom- 
petitive leases, that it took with respect to prospecting permits; 
namely, that it would hold that operating agreements given on those 
leases did not constitute chargeable acreage. 

A letter was written to the Interior Department requesting whether 
or not that was true, and much to the surprise and consternation of 
everyone, the Department held that inasmuch as a lease constituted 
a greater interest in real property than prospecting permits, that, in 
fact, operating agreements on noncompetitive leases did constitute 
chargeable acreage. 

The industry then found itself up against a proposition where it was 
right back where it was before, except worse; it found itself in the 
position where it could only have 7,560 acres in a State to operate on. 
So then the industry took the position that, “Well, these are ordinarily 
personal assets, subject to the same business rules that apply to any 
asset. Therefore, we can take these leases under options. We can 
control these by taking options,” 

The Department of the Interior was well aware of the fact that large 
acreage was being held under option. They realized that it was a 
necessity that the oil companies and others operating the oil business 
be permitted to carry these options because otherwise they could not 
operate, 

Everything was very peaceful until about 1945, or early in 1946. 
Some oil company made the mistake of writing to the Interior De- 
partment and asking whether or not it was proper to hold all of these 
options on Federal "Jands. It struck as much consternation into the 
Department as it did into the oil industry, because the Department 
had given quiet approval to the holding of these options. 

The oil industry had all gone along and operated on the assump- 
tion that these options were proper, and yet there was a doubt in 
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everybody’s mind whether or not they were proper because the act 
made no mention of it. There was no approval of the option system 
in the Mineral Leasing Act at that time. 

Therefore, when the 1946 act was written, they wrote a specifi 
provision for options in the act. At that time, the provision wa; 
that they could hold 100,000 acres in any State for geological and 
geophysical purposes, or words to that effect. That relieved the 
situation to a certain extent. 

The act also ratified all options theretofore taken. Well, of cours, 
that resulted in a lot of companies having to dwindle down their 
holdings considerably. 

Mr. Hannetr. They did have to divest themselves of a lot of acre. 
age holdings at that time? 

Mr. Strut. Not exactly divest. They have to trim their sights, 
because prior to the 1946 act, I know of 1 company, not Stanolind, 
but I know of 1 company that in 1 State had nearly 600,000 acres 
under option. 

Mr. Hannetr. What company was that? Is that a client? 

Mr. Srutu. No, sir; that is not a client and I don’t care to mention 
names, sir. All I know is hearsay. I can’t say definitely that is true 
anyway, but I felt certain it was. 

Mr. Repwrine. Did it do this: It also increased the chargeable 
acreage, did it not, the act of 1946? 

Mr. Srutx. To 15,360. 

Mr. Repwine. Part of that option acreage went into chargeable 
acreage, then, did it not? Some of them divesting themselves of 
options could have put it into chargeable acreage ? 

Mr. Srutu. Yes. They could have exercised their options and 
taken some of it under that, but, understand, when these companies 
had been operating and feeling secure in holding 400,000 or 500,000 
or 600,000 acres under option and then suddenly became confronted 
with the fact that they could only hold 15-thousand-and-some acres 
of record title and only 100,000 acres of options, they had to start 
readjusting their sights considerably, and I am sure that many of 
them took some time in order to do that because it does take time to 
evaluate acreage and decide what you are going to give up and what 
you are going to keep. 

Mr. Hannerr. Did that have the effect of slowing down develop- 
men of our oil research ? 

Mr. Srutu. I don’t believe I am in a position to venture an opinion 
on that. After all, I am not in the oil business. I am a lawyer. 

Senator Anperson. Actually, though, the oil business did pretty 
well right after that hemes, Was there anything in the hearings 
that would indicate that the act of 1946 struck consternation into the 
hearts of the oil companies? 

Mr. Sruiu. No. 

Senator Anprrson. Didn’t they actually come in and support this 
and say it was a fine thing? 

Mr. Srutu. Oh, yes. 

Senator Anperson. I thought so. 

Mr. Srutxi. Well, they supported any move which would give any 
possible ratification to the option system, because previous to that 
there was nothing in the law whatever which said anything about 
options. I might also add that at that particular time, when the bills 
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hich subsequently became the 1946 act were under consideration, the 
ling in the Department of the Interior was, so far as I know, 100 
per ‘ent in favor of abolishing all acreage limit: tions, and I think 
that the feeling is largely that way today. 

Senator ANpERsoN. I judged that from the testimony this morn- 

ng where, when the woman had 14,800 acres, and she said on the record 
her husband had more, nobody was even remotely interested in check- 
ing to see. 

‘Vir. Stvrz. I don’t think they should have been, Senator. That was 
only 14,000. My wife is not charged with my acreage and I am not 
charge “1 with hers. 

Senator Anperson. It is a little different, possibly, because this 
isn't a community-property State, and the woman and her husband 
had interest in it, unless she was just holding it for somebody else. 

Mr. Stuntn. W ouldn’t it be true if the wife took a lease the husband 


fee 


) would be charged with half of it? If she took 46,080 acres, she would 


actually only be charged with 23,040 acres. He could take the same 
amount. 

Senator Anprrson. I don’t think so. I don’t believe you do. 

Mr. Srutn. Yes; I do. I certainly do. 

Senator ANDERSON. What you have just said is, if a wife had a lease 
for 46,000 acres and the husband had a lease for 46,000 acres, she 
would only be charged with 23,000 acres and he would only be charged 
with 23,000. 

Mr. Sruti. No, sir. I said so far as her holdings are concerned, if 
you are going to apply the doctrine of community property to F ederal 
leaseholders, when she takes 46,080 acres of leases, she is actually only 
the record title of half of that. 

Senator AnpEersON. What difference does it make? The family has 
its full quota. What possible difference could it make? 

Mr. Sruti. The family doesn’t have its full quota; the law doesn’t 

say all thing about a family. 

Senator ANperson. What does it say about a husband and wife? 
Hach of them can have 46,000 ? 

Mr. Stutn. Everyone who is a citizen of the United States can have 
16,800 acres; yes, sir. And I don’t see how you could make the law 
otherwise. I would hate to tell my wife, “I have exercised my rights 
asa citizen and you can’t do any thing.” - 

Se nator ANDERSON. The coal law says 2,560 acres. Do you contend 

iat a husband can take 2,560 acres and the wife 2.560 acres? 

“Me Srutt. I have never had a thing to do with the coal law and 
wouldn’t like to be called upon for an opinion. 

Senator Anpverson. If the law says a man may have a certain num- 
ber of homestead acres, do you think his wife can have the same 
number of acres? 

Mr. Stutz. No, sir. You have a different conc eption there entirely. 
You have the idea of a homesite there. Nobody is going to live on an 
oil and gas lease. 

Senator ANpERsON, I am not so sure about that. 

ot Hannerr. To come back to my question for a moment, Mr. 

tull, as a matter of fact, the lease that you file on, the lease that 
th ese Invitees file on, is in all respects the lease of the person that you 
liled it for from its ver y inception ; isn’t it? 
87402—57———-11 
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Mr. Sruutzi. Yes. They have the benefit on it; yes. 

Mr. Hannetrt. They are the real party in interest right from the 
beginning ¢ 

Mr. Sruu. Right. 

Mr. Hannerr. Therefore, it should be chargeable to them under 
the lease-acreage provision and not the option-acreage provision. 

Mr. Srvuuz. Not necessarily. Today there isn’t much difference be- 
tween an option and a lease, itself, but the law draws a distinction 
and you are perfectly entitled to take advantage of either provision of 
the law. 

Mr. Hanwnerr. Even when you have such an opinion from the 
solicitor as I have read this morning ? 

Mr. Srutzi. Which applied to an entirely different situation, Mr, 
Hannett. That was a case where there was a deliberate attempt to 
evade the acreage limitations of the law. I don’t condone that any 
any more than you do. 

Mr. Hannerr. You mean to say that when oil companies are using 
invitees, employees, attorneys, other people, to file for them, knowing 
in advance that it is the oil company’s intention to do with it as it 
sees fit and it puts up the money for it, that isn’t the same type of 
thing that happened in the Utah decision ? 

Mr. Stutz. No; it isn’t. Of course not. 

Mr. Hannerr. How does it differ? 

Mr. Sruuu. I said there is a distinction between holding acreage 
in order to permit a company to exceed the acreage limitations and a 
situation where you file an application for a lease and take it because 
you want a certain company to have it and they are able to carry that 
within their acreage limitations. 

Mr. Hawnnetrt. Then anybody, any oil company in the case of oil 
companies, can go ahead and follow their course of procedure that 
they are following with invitees and not in any manner violate the 
law as far as you are concerned ? 

Mr. Stutz. Right. 

Senator Anperson. Then to all intents and purposes, there are no 
acreage limitations? 

Mr. Srv. Yes, sir; there are acreage limitations; yes, sir. 

Senator AnpeRson. I have a letter here from a man giving me the 
names of some people in an oil company, the secretary and various 
others, who all have their full quota of acreage, and they are holding 
it under option to the company. Together, thye can have what! 

A person can have 46,000, and for a man and wife, that is 92,000; 
200,000 acres, and with man and wife, that is 400,000 acres. They 
could have four or five million acres. They could hold it that way. 
That would not be a violation of the law as long as they are indi- 
viduals ? 

Mr. Srutu. Patently, that is absolutely wrong, because they could 
not hold that amount. 

Senator Anperson. These are individuals, you and your wife, your 
son and your son’s wife, your uncle and your uncle’s wife. They are 
all individuals and they can all own 46,000 acres apiece, 92,000 acres as 
a couple, 400,000 acres more under option. There is no limitation on 
acreage, is there, at the present time ? 
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Mr. Srutu. That is practically what it amounts to. In a situation 
Sf that kind, if you have a big enough family, you have avoided the 
S.creage limitations. 

© {| don’t know how far back you are referring to, Senator, but when 
Sou were a younger man 

* Senator ANDERSON. I only have two children. 

Mr. Srutu. There was no such provision in the law. You would 
then have gone out and taken four or five million acres of operating 
agreements and you would have been perfectly within your rights, too, 
in doing so. 

Senator Anprrson. Why, then, write an acreage limitation in the 
aw § 

Mr. Srutu. That is what I say. Why don’t they abolish it? 

Senator ANDerson. That is what I thought you said. Proceed. 

Mr. Sturn. Thus, as an individual, and as an attorney, I feel I am 
entirely within my rights if I file oil and gas lease applications on 
acreage for the purpose of protecting a client. For that matter, inas- 
much as motive does not enter into the question, I would be equally 
within my rights if I were to file applications on acreage for the sole 
purpose of preventing someone else from obtaining leases of that 

acreage. 

Likewise, I am entirely within my rights if I file on Federal acreage 
at the request of an interested company with the intention of option- 
ng the acreage to the company. 

Mr. Hannerr. You say that motive doesn’t enter into the picture. 
Certainly motive entered into that Solicitor’s opinion. 

Mr. Sruty. Yes, because there was a distinct motive there to evade 
the provisions of the law. I pointed out earlier that if your motive 
is to permit someone to violate the acreage limitations of the law, then 
you are guilty of an impropriety and probably have violated the penal 
statute, but the mere fact of filing and obtaining a lease on behalf of 
someone else is certainly not reprehensible, at least to my way of 
thinking. 

Mr. Hannerr. It certainly evades the law. 

Mr. Stott. No; it doesn’t evade the law. The law says any citizen 
of the United States can have 46,080 acres. 

Mr. Hannerr. It evades the intent of the law. 

Mr. Stutz. No; it doesn’t. 

Senator Anperson. But the man doesn’t have 46,000 acres as lon 
as he has it transferred to the oil company. He doesn’t have it at al 
in actual fact. 

Mr. Strutt. Sure he does. 

Senator Anpgrson. When you file for your company and they re- 
imburse you for it and you give them an option, you on lost. your 
right to that. 

Mr. Srutu. You still have some obligations left. 

Senator Anprerson, You have some obligations which they dis- 
charge for you. f 

Mr. Strutt. As long as I hold that subject to the option of the 
‘ompany, I am prevented from filing on anything else. 

Senator ANDERSON. Maybe you can straighten this out if you will 

clarify the difference between these individuals who went to an at- 
orney to avoid the law and individuals who do it by themselves to 
avoid the law. These people in this particular instance that the 
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Solicitor referred to already canceled their leases. They were only 
trying to hold a parcel of land together. 
‘Mr. Srutzu. One of those persons was the ringleader and he was 
the sole controller of that acreage and he was evading the acreage 
limitations of the law and, therefore, was wrong in doing so. 

Senator Anperson. When you get your wife and the employees of 
your office together you become the ringleader, do you not ? 

” Mr. Stutz. No, sir; because I do not take more than 46,080 acres, 

Senator Anperson. For yourself, but your company does. You take 
46,000 and Mr. Hannett takes 46,000 and Mr. Redwine takes 46,000, 
and I take 46.000, all for the benefit of the Stanolind Co. We hold 
up our hands and say everything is lovely. 

Mr. Srv. That is right, because Stanolind is entitled to contro] 
200,000 acres under option, and myself and my wife and everybody 
else as an employee of my acquaintance has a right to take 46,000 
acres of record title and hold it in his name. 

Senator Anperson. But you can’t go beyond that. 

Mr. Srvuuu. That is right. When I have taken 46,080 acres, as 
long as I am holding that subject to an option to someone else, I am 
done. I can’t file any more applications or take any more leases 
until I get rid of that by an assignment or otherwise. 

Senator Anperson. You said in this particular instance that these 
Government officials—I have forgotten your exact words—were wrong 
and they knew they were wrong. Do you recall your comment on 
them ? 

Mr. Stutz. On the decision ? 

Senator Anprerson. Yes. 

Mr. Srv. I think they were wrong when they attribute motive 
as one of the governing factors in taking oil and gas leases. 

Mr. Matoner. I believe, if I understood the Senator’s question, you 
may have misunderstood Mr. Stull’s statement. If the Government 
officials you referred to were the ones who decided to seek—— 

Senator Anperson. There was a subsequent one. 

Mr. Matonr. But Mr. Stull stated that he agreed fully with that 
decision, not that he disagreed with it, and I wanted to be sure the 
record showed that. 

Mr. Sruxz. I agreed with the findings of the decision. I disagreed 
with one of the comments which was made. 

Mr. Hannerr. Do you mean the real party in interest to the con- 
ment? Is that it? 

Mr. Sruti. Whatever it was. 

Mr. Hannerr. Go ahead and read now. 

Mr. Stutz. Looking at the question from the standpoint of a com- 
pany whose operations make it necessary to hold Federal acreage, 
I likewise see no impropriety in a company asking an individual, 
whether it be the company’s attorney or a layman, to file on Federal 
acreage and either assign or option the acreage to the company. 

The law gives any individual or company the right to hold 46,08 
acres of record title interest, and also permits the holding, in addi- 
tion, of 200,000 acres under option. In order to be able to do business, 
an oil company must be in a position to hold substantial amounts 
of acreage, and the law recognizes this right. 

Mr. Hannerr. Right at this point in this decision, which was the 
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one I referred to as DiRocco, July 11, 1952, find in that decision 
where you feel that there is obiter dictum ? 

Mr. Matone. I think the reference was to motives that you dis- 
goreed with this morning. 

“Senator Anperson. Why don’t we take a 5-minute recess now? 
We have gone an hour and a half, and we have another hour and a 
half. That will give you a chance to look at it. 

We will take a 5-minute recess. 

(A short recess was taken.) 

Senator ANpERSON. We will resume. 

Go ahead. 

Mr. Srutzt. Mr. Chairman, just previous to the recess Mr. Hannett 
referred me to the decision of the Solicitor of the Department of 
the Interior rendered in the case of Antonio DiRocco et al. This 
| is the decision which was referred to several times previously in the 
hearing. 

He has asked me whether or not I disagree with the statement 
beginning at the bottom of page 8 and continuing on to page 9, which 
reads as follows: 

The Department is under a statutory duty to see to it that the acreage limi 
tation prescribed by law is enforced and that other requirements of law are 
met by persons seeking or holding oil and gas leases. This statutory duty 
cannot be discharged unless the Department knows in connection with each 
application or lease the real party or parties in interest with whom it is 
dealing. 


I do not agree with that. I agree with it in part, but not altogether. 
Even though I file an oil and gas lease application and obtain a lease 
which everybody conceives is going to be controlled by some other 


person or company, I still am the one that is answerable to the 
Department of Interior for compliance with all the terms of that 
lease so Jong as the lease stands in my name. 

The optionee is not answerable to the Department and neither is 
the assignee answerable to the Department, until such time as the 
assignment is approved. 

A part of the answer to Mr. Hannett’s question requires a little 
explanation of what gives rise to this option situation. In the first 
place, Congress has recognized that an oil company must be able 
to control at least 248,080 acres in a State, in order to do business. 
An oil company can only get control over 46,080 acres by making 
application itself or by taking assignments of leases. 
| Therefore, the additional 200,000 acres which it is permitted to 

control, and which it must control, must be taken under option. 

There is only one way you can get an option. That is off an 
optioner, so it means that in order to get an option somebody has 
to go out and file an application or take a lease. If you do not there 
isno optioner. There is no one from whom the oil company can take 
the option. 

We will now take a given situation. Suppose you have an area 
here in New Mexico, we will say, that involves exactly a full town- 
ship, 36 square miles. 

Through geophysical information which the company has at its 
disposal it comes to feel that that area is worthy of more investigation. 
It looks at the records of the Bureau of Land Management and finds 
that all, or essentially all, of the township is Federal land. No one 


has filed an application on it. No one holds a lease of any of that 
Federal land. 
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Now, after all, oil companies are in business to make money q 
they have to operate as economically as possible. Now, in order to gy 
options on that somebody has to go out and file on that land. Wel] 
does not seem reasonable to expect the oil company to sit back jp. 
definitely until somebody happens to go out and gets a lease oy | 
before it goes out and asks for an option. 

By the same token it would not be reasonable for the oil company 
to tell one of its competitors, “You go out and file on that land ay; 
we will take an option from you.” The only thing to do is to gy 
somebody to go out there and file on that land so they can take y 
option and control the acreage sufficiently that they can be warrante) 
in going out and doing very expensive geophysical and geologic! 
and title work on that area. 

What is more logical than to turn to the company’s attorney, o 
even to one of its own employees, or to a relative of one of the ey 
ployees, and say, “You go out and file applications on this. We will 
immediately take options from you. We will give you a little profit 
on the deal. Thereby, we will be enabled to take options, get sufficient 
control of this, and go out and carry on exploratory operations.” 

It is a perfectly simple thing and I do not see how it can be avoided 
under the law, Mr. Hannett. 

Senator Anperson. I am just wondering if you would follow tha 
through to similar things. For example, the Federal Communications 
Commission had, or may still have, and probably does have, a ruk 
that you cannot have more than 5 television stations in 1 ownership. 
Suppose a chain has 5 television stations but it would like to add 
another 20. It goes down to Roswell and says to Mr. Malone, “Go 
ahead. You apply for it. We will carry it from there on out. We 
will see it all the way through. It will be in your name, but you giv 
us the option and we will take it over from you at any time we want 
to.” 

Then it goes on to the next town and goes on through and acquires 
20 television stations. The motive cannot be wrong. They just want 
to have more television stations. It is your contention as long x 
Mr. Malone is an individual he could have 1 in Roswell, his wife the 
1 at Carlsbad, the law partner the one in Clovis, and someone els 
gets the gift. 

Is it any way comparable to what you are saying here? He is a1 
individual. 

Mr. Sruxtu. You do not have the language in the Federal Con- 
munications Act to permit you to hold 46,000 stations under option. 

Senator Anprrson. You are in exactly the same shape as the auto 
company was until the act of 1946 came along. 

Mr. Sruuu. I thought we were dealing with situations subsequent 
to 1946. 

Senator Anperson. You said that was all right. What is the mat- 
ter with this? There is no rule on it, nothing said about options 
Why not just ignore the rule on 5 and have 501 chains? 

Mr. Srutx. I am not condoning what was done prior to 1946. | 
merely told you what the practice of the industry was, and I would 
say that it was probably a necessary practice because they could not 
have operated otherwise, but I am not condoning it even thougli the 
Interior Department knew it and condoned it. However, if the Fed- 
eral Communications Act said you could have 5 stations and you could 
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hold options on 5 more, or 20 more, then I would say that any person 
holding 5 stations would be entirely within his rights if he went out 
and took up options-on. 5 more, or 20 more. 

Senator Anperson. What they ought to do is go ahead and take the 
options and come crying back to Congress and say, “We have these 
options. You legalize it,” as they did in 1946. Then they came to 
Congress and said they had to have a little more, but actually I think 
if the facts were presented in 1954 as at this time, there would not 
have been any reason to do anything with the Mineral Leasing Act, 
just write it off. 

Mr. Hannert. In the act, is it-not true that it provides that a sub- 
sidiary’s acreage is chargeable to the parent company ¢ 

Mr. Strut. Yes, sir; that is right. 

Mr. Hannerr. All subsidiaries. In the event they have 10 sub- 
sidiaries the acreage that they hold is chargeable to the parent 
company. 

Mr. Stuty. Yes, sir. 

Mr. Hannerr. In your opinion is that not indicative of the purpose 
of Congress in enacting this law, that one company cannot control in 
excess of the acreage which that company is entitled to have under 
the law? 

Mr. Sruuzt. Certainly. I have said that several times today. 

Mr. Hannerr. Then when a company gets its employees and gets 
everybody else that it can control to work for it, is that not within 
the intent and purpose of the law which prohibits a parent company 
from doing that thing ? 

Mr. Stuy. Again, I say that if that is done with the purpose of 
evading the acreage limitations, it is entirely improper. 

Mr. Hannetr. The result is that it does evade the acreage limita- 
tions; is that not right? 

Mr. Stutu. No, sir; it does not. The law itself draws a distinction 
between record title holdings and options. I do not care what you call 
it, an option is an option and the law says you can hold so many 
options. 

Mr. Hannerr. Then if 1 parent company has 30 subsidiaries and 
the record title is in 30 ee or wholly owned subsidiaries, the 
parent company is chargeable with all that acreage and cannot have 
in excess of that provided by law; is that not right? 

Mr. Sruty. Insofar as the subsidiaries held record title ownership 
they would be charged with the total record title ownership. 

Mr. Hannerr. Of all subsidiaries? 

Mr. Srutn. Yes. If all subsidiaries held option acreage they would 
be charged with the total of the option acreage, but there is a 
distinction. 

Senator Anperson. Practically, what is the distinction between a 
corporate subsidiary and a private stooge ? 

Mr. Sruuu. I think the law draws a considerable distinction between 
the two. 

Senator Anprerson. What is it in reality? If it is a corporation 
that is completely controlled by another, then you recognize that all 
of them must be added together, but if it is individuals completely 
controlled, then you say they should not be added together. What is 
the difference? 

Mr. Stutz. No, no. I still cannot make myself clear. 
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Senator Anperson. I just do not believe that a person whose lease 
money is paid, who is tipped off or directed to go file, is an individual 
that is free. He does not have anything to say about it at all. 
just goes in and files, and in some instances the assignment of the 
company is in the application. Ms dpi Tie) 

but there still is a legal distinction in the position 


Mr. Stuuy. Yes; 
of the two parties. 

Senator Anprerson. There is a legal distinction in the ty 
corporations ¢ 

Mr. Stutz. That is right. 

Senator Anprerson. But the law says the corporations have to kk 
added to the parent corporation. 

Mr. Sruti. All right. Insofar as I control acreage in excess of the 
allowable amount, then I would be wrong. 

Senator Anperson. I am not talking about you. I am talking about 
Stanolind. 

Mr. Srotx. All right, any company. That could apply to me, or 
to a company, or anyone else, but the distinction I make is that the 
mere fact that I hold 46,080 acres of record title ownership and I option 
that to Stanolind, that does not mean that Stanolind thereby acquires 
46,080 acres of record title ownership. It acquires option rights. 

Senator ANperson. But to all intents and purposes it has something 
just as good. 

Mr. Stutz. To all intents and purposes the leasing act is entirely 
different. 

Senator ANperRSON. But it is just as good, is it not ? 

Mr. Stutu. I think it is better. I would rather have an option than 
I would record title ownership, but I did not write the law. The 
distinction is there, nevertheless. 

Senator Anperson. Go ahead. 

Mr. Strut. It is evident that the law, in permitting companies or 
individuals to hold acreage under options should be held by another 
person or persons. 

Mr. Hannerr. In corporations there are 2 separate legal entities 
and there are 2 separate persons then in the eyes of the law, are there 
not? In corporations, 2 separate corporations are 2 separate legal 
entities in the eyes of the law; is that not correct normally ? 

Mr. Stutx. Normally; yes. : 

Mr. Hannetr. But in the case of the Mineral Leasing Act a wholly 
owned subsidiary is, in the eyes of the law, generally speaking, a sep- 
arate entity, is considered to be the parent company, is it not? 

Mr. Srvti. Yes. In other words, the law contemplated that appii- 
cations for leases, or leases themselves, would be held by a set of 
persons from whom the company would take options. 

If I understand the purpose back of this subecommittee’s investiga- 
tion, it is to determine whether or not the oil companies are being 
enabled to hold large amounts of acreage in excess of statutory 
limitations. 

In this respect it is altogether possible that some companies or indi- 
viduals are holding more acreage under options than the law permits 
I would have no information in this regard, for, obviously, if a com- 
pany or individual fails to list an option on its semiannual option 
report, there is no way that I can know of the existence of the option. 
As for record title holdings, this is a matter which can readily be 
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checked by the Department of the Interior, for, unlike option hold- 
ings, record title holdings are a matter of record in the Bureau of 
Land Management. 

I am concerned here only with the question of whether or not 
myself and others are acting within the law when, at the request of 
clients, we apply for and receive oil and gas leases which we have no 
intention of developing and which we intend promptly to assign or 
option to our clients. In that regard I feel that the statements I have 
already made are sufficient to show that our conduct is entirely within 
the letter and the spirit of the Mineral Leasing Act. 

It might be contended by some that attorneys or individuals should 
not apply for or obtain leases of federally owned lands with know]- 
edge of the fact that they are immediately to be turned over to others. 
> In answer to this I believe I am safe in saying that of all of the Fed- 
© eral oil and gas leases which are applied for or issued not 3 percent 
are in the names of persons who have the remotest intention of develop- 
ing these leases. 

Practically all lease applications are filed for speculative purposes. 
Some persons file applications solely in hopes that someone will buy 
the application or the lease and pay them a profit. In my case, I file 
applications as a service to my clients, with, of course, the hope and 
expectation that this will result in future benefits to me. 

I cannot distinguish: between this and a situation wherein a person 
files an application solely in the hopes of receiving immediate finan- 
cial benefit. 

So far as the oil companies are concerned, I also feel that they are 
fully within their rights in asking their attorneys and others to file 
applications and either assign or option them to the companies. After 
all, the law permits options, and as a company cannot take an option 
from itself it must take options from others. Inasmuch as a com- 
pany must take an option from someone, it seems perfectly proper 
and reasonable that it should be in a position to take an option from 
its own attorney or from a trusted employee. 

This is true not only from a legal standpoint, but also from a prac- 
tical and financial standpoint. For example, if I, as Stanolind’s 
attorney in a certain matter, file oi] and gas lease applications on lands 
which I intend to assign or option to the company, the company can 
be confident that it will have this acreage and be able to obtain it at 
a minimum cost. 

On the other hand, if, after the company has determined that a 
given area is worthy of development, it must sit back and wait for 
strangers to apply for and receive leases, and then attempt to deal 
with these strangers, the result will be a long delay in development, 
and development may even never take place because of the impossi- 
bility of doing business with the strangers on a reasonable basis. 

It must be remembered that oil companies have budgets the same 
as other concerns and they must be able to operate within these budgets. 
It should also be remembered that the cost of discovering and pro- 
ducing oil is reflected in the price which must be charged the ultimate 
consumer, and if development costs are high, the cost of products 
must likewise be high. It is then only reasonable for companies to 
attempt to obtain acreage at as low a cost as possible. 

I feel that in obtaining acreage for my linha and turning the acre- 
age over to them, either by assignment or option, I am not only acting 
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entirely properly and within my rights, but I am also doing my 
clients a service by aiding them in their exploration programs. — 

In conclusion, I wish to thank the chairman and you gentlemen for 
permitting me to appear at this time. 

Mr. Hannerr. Mr. Stull, I have one other question. What other 
companies do you represent and handle transactions comparable to 
that which you handle for Stanolind ? 

Mr. Srvrz. All I can do is just list the various companies that I do 
business, work for, at various times. I can’t say today whether or 
not a client is a client of mine. He may have changed since I was 
last in Washington, but I have done legal work for Sinclair 

Mr. Hannett. I don’t want the legal work that you have done. 

Mr. Srutu. Oh, for oil and gas lease applications ? 

Mr. Hannett. Just like you have been describing here that you do 
for Stanolind. 

Mr. Sturm. I have done some for Central Oil Co. in Mississippi, 
Sinclair Oil & Gas Co., Skelly Oil Co. I believe that is all, and I 
would like to add that in the case of none of those companies have | 
made oil and gas filings or taken leases to the degree or extent that I 
have taken them for Stanolind. 

Mr. Hannett. Do you also do it for individuals? 

Mr. Strutt. Yes, sir. 

Mr. Hannerr. Could you give us a list of some of the individuals 
that you do that for ? 

Mr. Strotzu. Oh, I have filed applications for—I can’t remember all 
of them, because I have filed for a lot of people. When I say file, 
that involves various degrees of filing, you might say. In some cases 
T have prepared the applications for them. In others I have supplied 
the land descriptions for them. 

In some cases I have paid the filing fees and rentals and subsequently 
been reimbursed. In others I have maybe prepared the application, 
but used their check. I might mention C. C. Thomas in Denver; 
Arthur M. Hill in Washington, D. C.; Orville Ceasar, and other mem- 
bers of the board of directors of the Greyhound Bus Corp., whose 
names I don’t have offhand. 

Mr. Hannert. You are limiting your answers, are you, to the type 
application that you file where you file it in your name, your wife’s 
name—— 

Mr. Srutz. Oh, no; no. I was talking about—I beg your pardon. 
No; those were applications which were filed in the names of those 
parties. 

Mr. Hannerrt. I am speaking of individuals where you filed the 
application in your name, your wife’s name, or some employee’s name. 

Mr. Struiz. Oh; practically none. 

Mr. Hannert. That is done only for major oil companies; is that 
right ? 

Mr. Sruz. That is right. 

Mr. Hannetr. And those are the three that you have listed ? 

Mr. Stutz. Yes. 

Mr. Hannett. You think of no others? 

Mr. Srutu. I think I listed four; that is, including Stanolind there 
would be four. 

Mr. Hannetrt. Yes. 
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> Mr. Srut. There may be others. I just don’t recall them offhand, 
hut it would be the same. I have done the same for whoever I did 
mat for. 
r Mr Hannetr. Have you ever filed any for Olen Featherstone ? 

Mr. Srutz. No, sir; I never have. I do believe, however, that a 
Spumber of years ago when all of the oil and gas leases were being issued 
“out of Washington, that I, at the ee of some client or clients, did 
“enter an appearance as an attorney for Featherstone, that is, in expe- 
“iting the issuance of the lease and taking care of any of the details. 
In other words, I was his attorney. I don’t know Featherstone, 
have never seen him, never talked to him, and at that time my con- 
“Yacts were not directly with Featherstone. They were with whatever 
"company had taken an option from him or was buying the lease. I 
“don't know Featherstone at all. 

Mr. Hannett. Do you know who his Washington attorney is? 

" Mr. Srv. I don’t know that he has one. If he does, I don’t know 
Mwho it is; no, sir. 

") Mr. Hannerr. Do you know the names of any other attorneys in 
Washington that are engaged in the same practice you are in regard 
to these companies ? 

Mr. Sruti. Yes, sir. There is a Mr. Don Deeds; Mr. Max Barash. 
Senator ANprrsoN. He is Mr. Featherstone’s attorney in Washing- 
“ton at the present time. - 

Mr. Strutt. Mr. Barash ? 

Senator ANDERSON. Yes. 

Mr. Sruuu. I didn’t know that. Mr. Jack Wasserman. I might 
say that Mr. Barash was formerly chief counsel for the United States 
Geological Survey. Mr. Wasserman was formerly chief counsel for 
the Bureau of Land Management. 

Mr. Hannerr. Does Mr. Deeds do work for Stanolind ? 

Mr. Stutz. I don’t think so; no. 

Mr. Hannerr. Excuse me; I didn’t mean to interrupt. 

Mr. Strutt. Mr. Samuel MacIntosh, who succeeded to the practice 
of Peter Q. Nyce, who was quite prominent in oil and gas matters 
in Washington and who died a few years ago. There is a Miss Georg- 
ette Beetor, who I believe works for Mr. Deeds. There are some other 
attorneys there who handle isolated cases before the Department whose 
mames I do not know. 

Senator Anperson. Are there any other ways that you can get 
46,000 acres per person besides public domain in the acquired lands? 
Isthere another category of land ? 

Mr. Stott. No, sir. 

Senator AnprrsoN. Thank you, Mr. Stull. We enjoyed having 
you. 

Mr. Srunu. Thank you. May I have your permission now to leave 
the hearing and return to Washington ? 

_ Senator ANperson. Yes, sir. If you paid your hotel bill you may 
Jeave town. 

Mr. Bullard, please. Do you solemnly swear the testimony you 
shall give before this subcommittee of the Senate Committee on In- 
terior and Insular Affairs shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Butiarp. I do. 
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Senator Anperson. State your name, please, Mr. Bullard, and the 
position you hold. 


TESTIMONY OF E. F. BULLARD, PRESIDENT, STANOLIND OIL ¢ 
GAS CO. 


Mr. Buuiarp. My name is E. F. Bullard. I am president of th 
Stanolind Oil & Gas Co. 

Senator Anperson. Purely as a matter of curiosity, have you any 
knowledge of who is chairman of the board of Stanolind ? 

Mr. Butiarp. We don’t have a chairman of the board at Stano- 
lind. 

Senator Anperson. That clears up the second mystery. 

Mr. Hannetr. How long have you been president ? 

Mr. Butiarp. Since January 1, 1945. 

Mr. Hannerr. Who was president prior to your taking over? 

Mr. Buiiarp. F. O. Pryor. 

Mr. Hannetr. He is the present president of Standard of Indiana? 

Mr. Butiarp. That is right. 

Mr. Hannert. Did he remain on the board of directors in any 
capacity after he went with Standard of Indiana? 

Mr. Butuarp. He left the company January 1, 1946. He was made 
a chairman of the board of Stanolind in February 1945. He held that 
position until July 30, 1947. 

Mr. Hannerr. What happened tothe chairmanship ? 

Mr. Buuxiarp. It was done away with. 

Mr. Hannertr. Is Stanolind Oil & Gas Co. a wholly owned subsidiary 
of Standard of Indiana? 

Mr. Butuiarp. That is right. 

Mr. Hannetr. Do you know of your own knowledge of any other 
wholly owned subsidiaries that Standard of Indiana has? 

Mr. Butiarp. They have the American Oil Co. They have the 
Indoil Co., which is a chemical company. They have several market- 
ing companies. I do not remember just the name of them. 

Mr. Hannert. Do you know whether or not they own a controlling 
interest in the Utah Oil & Refining Co. ? 

Mr. Butxarp. Yes; but they don’t own the whole company. 

Mr. Hannerr. Are there other oil and refining companies con- 
parable to the Utah Oil & Refining Co. which they own the controlling 
interest in ? 

Mr. Buuwarp. I believe the Pan-Am Southern is a company that 
American Oil Co. owns and the American Oil Co. in turn is owned 
by the Standard Oil Company of Indiana. 

Mr. Hannerr. Would you furnish the committee by letter with the 
names of these various marketing companies that they own or control! 

Mr. Butxarp. I will have to get that from the Indiana company. 
Yes; I will be glad to. 

(The material referred to appears in the appendix. ) 

Mr. Hannert. Mr. Bullard, during the course of the hearing 
far, you have heard the policy ‘of the company. Did you know about 
that policy of the company with regard to using invitees and relatives 
of employees ? 

Mr. Butxarp. Yes; I did. 
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Mr. Hannetrr. How long have you known about that? 

Mr. Butiarp. I would judge for sevel ral years. 

™ Mr. Hannerr. Have you known it since you became president of 
Mm the company ¢ 

» Mr. Buntwarp. Yes. 
= Mr. Hannerr. Did you know that they were using relatives, ex- 
% employees, and—— : 

' Mr. Buuiarp. I knew they were using ex-employees. I did not 
) know they were using re ‘latives. 

Mr. HAnNnetr. Did you know that they were using these “invitees?” 
Mr. Bunarp. Yes. 

Mr. Hannerr. These reliable people that have been mentioned by 
© Mr. Hamilton are people whom Stanolind can control; isn’t that right ? 
© They are reliable to Stanolind. 
> Mr. Butxarp. I would say that they are people Stanolind thinks are 
© honorable people and will do what hes say they are going to do. 

Mr. Hannerr. In other words, will do what Stanolind will tell them 
to do? 
=» Mr. Buiiarp. I do not say that necessarily. I do say that they are 
© people we can trust, that we know will give us the option on this 
applic ation. 

§ Mr. Hannerr. And know that they will give you a new option in the 

. event you w ant a successive option. 

Buutiarp. I do not know about that; no. I think we only ask 

i for dos catia 

» Mr. Hannerr. Did you know that you take successive options? 

s Mr. Butxarp. I understood we do from this testimony I have 
heard here. 

» Mr. Hannerr. Is that the first time you heard that that was go- 

ing on? 

Mr. Butiarp. That is right. 

Mr. Hannerr. Did you know, Mr. Bullard, that the Stanolind was 
overacreage in Wyoming during some periods of time? 

Mr. Butiarp. I just heard that in the last couple of days. 

Mr. Hannerr. Did you know that they were overacreage in New 
Mexico ? 

Mr. Butxarp. I just heard that, too, recently. 

Mr. Hannert. Did you know that there was interoflice communic a- 
tions which said that Stanolind was overacreage 4 

Mr. Buttarp. No; I did not. 

Mr. Hannerr. Those never were brought to your attention ? 

Mr. Butiarp. That is right. 

Mr. Repwrine. Mr. Bullard, if it was the company policy to use 
these invitees, why has the company attorney testified before the 
committee using the term “unfaithful employees” for having done 
that? 

Mr. Butiarp. I haven’t any idea. 

Mr. Repwine. It was a company policy to use invitees. 

Mr. Butiarp. I don’t recall him saying that 

Mr. Repwine. I think the record will so saw 

Senator Anperson. I believe the record shows that some people did 


it in a way they did not like and they classified those people as 
unfaithful. 
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Mr. Marone. At the risk of testifying not under oath, I would ijk, 
to clarify that by stating that the reference to these individuals ha; 
to do with other activities in which they were unfaithful, and not tly 
activities with reference to the acquisition of the leases. Suits wep 
filed against those individuals by reason of activities that had no re\). 
tion to the use of invitees, or the acquisition of Federal leases, as su¢ 

Mr. Repwine. That differential was not made in the testimony, 

Mr. Matone. I was afraid it wasn’t and I am glad you brought it wy 

Mr. Repwine. I just wanted to clarify that point. 

Mr. Matonz. I am glad you brought it up. 

Mr. Repwine. Are you familiar with how the rentals the compan 
pays on these options when they take them over are reflected on th: 
company’s income-tax return? 

Mr. Buiuarp. I understand that the filing fee and the rental, ply 
10 cents an acre that we give, is all capitalized. 

Mr. Repwrine. Is all capitalized ? 

Mr. Butxarp. It is all capitalized ; yes, sir. 

Mr. Repwine. Mr. Bullard, I was just talking to Mr. Heard a fey 
minutes ago with the idea of asking you the total acreage of recon! 
that the company holds, and also options. 

The best I can tell by adding the figures up that Mr. Whitford 
testified to yesterday is that you hold an aggregate of around 863,)) 
acres under options, that is, in all the States that are listed here, ay 
198,000 acres of leases in your own name. 

Do you think that is about right ? 

Mr. Butuarp. If those were the figures that Mr. Whitford gay 
you I am sure that they are about right. 

Mr. Rrpwrxe. Mr. Malone, in the request that was made yesterday 
for the unitized acreage in all, will you give us the total in all the 
States, the aggregate total on unitizations, as well as the figures that 
we have just had? 

Senator Anperson. Are we interested in unitization figures in any 
except public land States? 

Mr. Hannett. Just in the public land States. 

Mr. Matone. Yes; we will be glad to furnish that. It will have to 
be furnished after we return to Tulsa and that can be compiled. 

(The material referred to appears in the appendix.) 

Mr. Repwine. We would also like in that statement for the record 
the aggregate total on the options held in all the States on publi 
domain and the leases of record. 

Mr. Matone. Yes. 

Mr. Hannerr. To get the policy of the.company, to see where it 
starts and where it ends, Mr. Bullard, you as president have the 
normal duties of president; is that right? 

Mr. Butiarp. That is right. 

Mr. Hannerr. You have your board of directors which directs 
you in your actions as president ? 

Mr. Butiarp. That is right. 

Mr. Hannerr. Mr. Whitford testified concerning an executive com: 
mittee. What is the nature of that executive committee? 

Mr. Buuiarp. We have a board that holds a meeting once a month. 
We have important business that comes up at other times besides tli 
monthly meetings that we have to act upon, so we have an executit? 
committee of the board. 
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It isa smaller committee. It is the people that live in Tulsa. Our 
board is composed of our division managers and the Tulsa depart- 
mental heads, and the executive committee is made up of the people 
there at Tulsa. They are available at all times, and we have a regular 
weekly meeting every Tuesday. 

Mr. Hannerr. And the policy of the company is largely declared 
by that executive committee. 

Mr. Butiarp. Major policy is always cleared by the board. Any 
change we want to make in policy of a major nature we leave it up 
tothe board. If something of emergency comes we can call a special 
board meeting, but general policies of an important nature are always 
handled by the full board. 

Mr. Hannerr. Then you go to what level from this executive 
committee ¢ 

Mr. Butiarp. The next level—it depends on what type of work 
you are interested in. Exploration ? 

Mr. Hannerr. I am interested in the things under investigation. 

Mr. Buniarp. It would go to the vice president in charge of ex- 
ploration. 
~ Mr. Hannerr. And then down to the division level ? 

Mr. Buttarp. Then down to the division level where we have a 
division committee made up of the manager of the division, who is a 
vice president of te with his group of departmental people 
underneath him. 

Mr. Hannerr. And then the district level ? 

Mr. Butiarp. That is right. 

Mr. Hannerr. Do they each have sort of a committee in the di- 
vision and district levels also? 

Mr. Bunnarp. Yes. The authority is in the division manager and 
in the district manager. He has a committee to advise him. He 
can get their ideas, but it is up to him to make the final decision. 

Mr. Hannerr. In releasing acreage in the event the company i 
overacreaged, Mr. Bullard, at what level is the decision made s 
release acreage which has been acquired under option by Stanolind 
Oil & Gas Co. ? 

Mr. Buttarp. It would depend upon the amount of money inyolved. 
[here are certain authorities in the districts and in the divisions by 
which they can release acreage. I think in the district it is $25, 000 
and in the division it is $100, 000, and then it goes up to the vice pres- 
ident of exploration which, I think, is ¢ £900,000. He has those au- 
thorities and they will release up to that amount. 

Mr. Hannerr. How long do you keep the files of Stanolind Oil 
& Gas Co. on a particular lease and option arrangement ? 

Mr. Bunnarp. I do not know. I do not believe I can answer that 
question, but I know we keep them several years after they have ex- 
pired because other landowners write in and want some information 
on that title or something. 

Mr. Hannerr. You have what is known as an AFE file, do you 
not ¢ 

Mr. Burtarp. Yes. 

Mr. Hannerr. Authorization for expenditure. 

Mr. Buttarp. Yes. 

“7 Hannett. Those files are kept for a longer period of time, 
are they not? 
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Mr. Butiarp. I think so, but I am not sure I can answer that abgo. 
lutely. 

Mr. Repwine. Mr. Chairman, at this time I wonder if we could 
recess until 7:30. We did not complete the matter which we re. 
quested the recess for this afternoon, and we would like to go further 
with counsel, and we would like to have Mr. Bullard to stay here wp. 
til this evening. 

Senator Anprerson. Will we be able to finish with Mr. Bullard 
this evening ! 

Mr. Repwine. We will definitely be through with Mr. Bullard 
this evening. 

Mr. Manone. You mean stay here now, or be back at 7:30? 

Mr. Repwine. Be back at 7: 30. 

Senator Anpverson. Is that agreeable to you? 

Mr. Mavoner. If it is with Mr. Bullard, and I am sure it is. 

Mr. Butiarp. It is all right. I am here. 

Senator ANpERSON. We will recess until 7:30, and we will run until 
about 10 tonight. 

Mr. Repwine. I think, Mr. Chairman, we can finish up much sooner 
than 10. It all depends on how well the staff gets along with Mr, 
Malone and his associates. 

Mr. Matonr. I am very agreeable, Mr. Chairman. 

Senator AnpDrrson. I do not like to keep someone here for an in- 
definite period. He has been kind enough to be here, and I think we 
ought to release him tonight, We will recess until 7: 30. 

(Whereupon, at 4:15 p. m., the hearing recessed, to reconvene at 
7:30 p. m., the same day.) 


EVENING SESSION 


(The subcommittee reconvened at 8:10 p. m., Hon. Clinton P. Ander- 
son, chairman, presiding.) 

Senator Anperson. In a short time, while waiting, we may be able 
to make some progress. 

The pattern of what we are trying to get in the committee here is 
pretty well established. By Monday we thought it might be possible 
for companies to indicate to us what information they had and were 
willing to furnish, without the necessity of going through the sub- 
penaing of records and to attempt to bring individuals in to testify 
from all over the country. 

I recognize that people who are here are busy and they do not enjoy 
a long, drawn-out hearing any more than I do. 

I am not trying to speak for the lawyers now. 

We hope that we have some sort of stipulation here with reference 
to Stanolind and when you have heard that, perhaps you will say, 
“Our company offers to do the following things,” or “offers to provide 
the following information.” Then you might give that to us by 
Monday and we might adjourn this hearing until Tuesday. We can 
have a brief session Tuesday and see how much more information we 
need to develop by the business of putting actual people who are 
employed on the stand. 

Mr. Hannett, maybe you can amplify what I said here and make 
it clearer as to what we might want. 

Mr. Hannetr. What we would like is a statement under the name 
of an individual in your company, setting forth whether or not the 
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procedures or practices of your company are comparable, identical, 
F or similar to that which has been followed by Stanolind, whether or 
not they differ, if they differ wherein do they differ, and if your prac- 
D tices are unique, in that they differ from Stanolind but accomplish 
the same purpose, we would like to know about that. 

That includes both in securing the application, the option, successive 
options or renewal options, and the use of personnel, whether it be 
invitees, former employees, present employees, or brokers or invitees 
or employees of brokers, or attorneys. 

Generally, the tenure, as you can see, of what has gone on. 

There may be something additional that Mr. Redwine has to say. 

If you would bring or see that those — get to my office, in view 
of the fact that the committee will probably not be in session on Mon- 
© day, and if you have them in advance of Monday, if you have them 
tomorrow, or if you have them Sunday, the earliest you can get them 
to us the better. 

If you have them on Sunday they can be delivered to Mr. Redwine 

at the Hilton Hotel. 
| (The material referred to appears in the appendix.) 

Senator Anperson. Mr. Hannett, after the adjournment of the 
session this afternoon, did you and Mr. Redwine have an opportunity 
}toconfer with the representatives and attorneys for Stanolind Oil & 
Gas to see if it might be possible to shorten up the time necessary for 
the taking of testimony in this matter ¢ 

Mr. Hannertr. We did, Mr. Chairman. 

Senator ANperson. Did you reach an agreement ? 

Mr. Hannetr. We have reached an agreement. 

Senator ANpErson. Would you report that, please ? 

Mr. Hannerr. Mr. Chairman, during the recesses, it has been agreed 
between the committee staff and counsel for Stanolind Oil & Gas Co., 
subject to your approval, that the record may show that the witnesses 
present produced here by Stanolind would have testified, if called to 
the stand, as follows: 

1. That whenever the Stanolind Oil & Gas Co. found open public 
domain acreage in an area in which it was interested in blocking up 
acreage, the company policy has been to use retired employees of 
Stanolind, reliable invitees, reliable brokers, or reliable invitees of 
brokers to file applications on the open acreage with the understanding 
that Stanolind would take options from the applicant, reimbursing 
§ the applicants for their expenses, plus a profit. 

2. That in addition to Neil F. Stull, Stanolind has used the attor- 
neys at law named in the telegram in filing on acreage in their individ- 
ial names in the States of Florida and Mississippi, with the under- 
standing that options would be given to Stanolind. 

Senator AnpErsoN. I don’t particularly like the phrase, “named in 
the telegram.” You mean named in the telegram which you sent out ? 

Mr. Hannerr. Named in the telegram which was sent to E. F. 
Bullard, president of Stanolind Gas & Oil Co., their names being 
Saberfield, Ewing & Hedspeth. 

3. That in the Albuquerque office in 1947 and 1948, lease applica- 
tions and options, and in one other office on recent occasions in another 
State, lease applications signed in blank have been used. This prac- 
tice has been discontinued by the company. 


87402—57——12 
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4. That upon several occasions in Wyoming, and upon occasion 
other States, Stanolind has held between report filing dates exces 
option acreage. These totals include options on both lease and ley 
applications, and all available evidence will be supplied by Stanolinj 
that reductions were made before semiannual reports. Counsel fy 
Stanolind gives assurance that this has not occurred except by reasy 
of lag in paperwork since early 1952. 

5. That Stanolind will furnish to the committee as soon as practi. 
cable a summary of individual cases, including all of the perso, 
named in the telegram sent to E. F. Bullard, president of Stanolin( 
Oil & Gas Co., except Eleanor Larsen, of whom Stanolind has 
record, depicting typical procedures followed in procuring invites 
relatives of employees, retired employees, and others in obtainiy 
leases and of optioning the same to Stanolind, and procedures follow 
to obtain renewal of successive options over the period of years. 

Senator Anperson. Mr. Malone, is that the agreement? 

Mr. Matoner. That is the stipulation. 

Senator Anperson. Is that agreed to, then, on behalf of Stanolind! 
Are you authorized to speak for Stanolind in this matter ? 

Mr. Martone. I am authorized to speak for Stanolind and it is agree 
to. 

Senator Anprrson. Does that satisfy you, Mr. Redwine? 

Mr. Repwine. Yes. 

Senator Anperson. That will be satisfactory to me. 

We were discussing some matters with Mr. Bullard before we ai. 
journed, and it was felt that we would not want him back, and I 4 
want him back, not necessarily for the purpose of questioning him, but 
asking him to comment at least on a question that is in my. mind, and 
if Mr. Bullard would come up here, I will state what I desire. Ther 
I will leave it to Mr. Malone as to whether he shall answer the questi 
or someone in Mr. Bullard’s organization. 

I am sorry to get you back, Mr. Bullard. Would you sit dow 
We will be through in a very few minutes. 

Mr. Bullard, I was not completely satisfied with the statement maé: 
by Mr. Stull, because it seemed to imply that Mr. Stull could mak 
application for up to 46,000 acres in his own name, could make applica: 
tion for 46,000 more acres in his wife’s name, and could then go amo 
the employees in his office and prepare applications for them up t 
46,000 acres, and proceed to do that until he had acquired a total o 
somewhere in the neighborhood of 200,000 acres, and that that acreag 
could then on an option basis be offered to Stanolind and be held by 
Stanolind even though it was understood that it was in individu 
names as far as the lease was concerned, but in an option status, as fir 
as Stanolind was concerned. 

It would seem to me that that effectively destroys the acreage limit: 
tion insofar as leaseholdings are concerned, not as far as. options ar 
concerned, and I am wondering if you believe that that is complete! 
proper ¢ 

I ask it in the interest of what we might do in subsequent legislation 
if any. Do you think it 1s completely proper for Mr. Stull and M 
Stull’s wife and the employees of Mr. Stull’s office at the request i 
Stanolind to make these leaseapplications, obtain the leases, and the 
sign an option to Stanolind-Oil & Gas ? 
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Mr. Malone, I recognize Mr. Bullard is not a lawyer. If you prefer 

th . he not answer the question, I am quite willing for someone else to. 

-- Matonr. Certainly it is up to Mr. Bullard as to who is going to 
answer the question. 

Mr. Butziarp. May I answer the question in two parts? I rely 
on our attorneys in ‘the question of leases. Mr. Whitford has been 
our attorney for 30 years and I think his opinion is right. 

If he tells me how I should file, I think he is absolutely right, and I 
rely on him. 

The second question, I don’t know anything about Mr. Stull’s re- 
lationship with Stanolind at all, but I rely on Mr. Whitford to back 


me up on . 
Senator ANperson. Mr. Whitford, may we have you back for a 


this. 


FURTHER TESTIMONY OF KENT S. WHITFORD, ATTORNEY AT 
LAW, STANOLIND OIL & GAS CO., TULSA, OKLA. 


Wuitrorp. Yes, sir. I think I have heard the question. 
t think it needs to be repeated. 
nator Anperson. Thank you. 

Mr. Wurrrorp. Our position in connection with our relation with 
Mr. Stull isa little more conservative than he stated. While we recog- 
nize that Mr. Stull is not an employee, our legal department has pre- 
ferred and tried in all cases to fix it so that when Mr. Stull ever made 
an application for our account, he immediately assigned the lease to 
us and we took a lease-acreage charge. 

That has been done in every case, vand we have tried to channel that 
through the law department so that it could be done, except in a few 
cases, I am advised, up in North Dakota several years ago where sev- 
eral district landmen who were not aware of that reached Mr. Stull 
and got him to give us an option. We do not do that any more. 

Senator ANpeRsow. You understand now that I fully grant that if 
Mr. Stull, for the purposes of speeding up an application, makes the 
application and it is immediately transferred to Stanolind so that it 
doesn’t throw you over on the lease account, that you stay within the 
lease limitation of 46,000 acres, and I don’t question it the slightest. 

Mr. Wurrrorp. In the case of those few options, I would still, since 
we have taken only an option, I think, recognize Mr. Stull as the owner 
of that lease and if we didn’t recognize the option, I think he would 
still be the owner of it, but we do not wish to adopt that policy, be- 
cause ’ fee] while he is not an employee, his relation is more nearly 
that of an employee and might be questioned if we adopted that prac- 
tics 

That is our view. I caught a couple of cases last December where 
some pees bere had had Mr. Stull give us a couple of options and | 
immediately called up and demanded that they be exercised and con- 
verted into leases, and made notes on the annual report to the Depart- 
ment that while they were on there as options, that we took a lease 
acreage charge for them. 

Mr. Repwine. The record so shows, Mr. Chairman. 

Senator Anprrson. I have no quarrel with that. 
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Mr. Wurrrorp. That is our view, and that is our policy. It w; 
be our policy on lawyers after this that are generally calatiek te by 
the company. 

Senator Anperson. That is a reassuring word, and I am trying tp 
say to you that if you would take the position that a man who fons 
steadily represented you could take a pad of applications and star 
in his office and sign one for himself, and one for his wife, and ee 
one for his secretary, and one for her husband, on down the list, | 
to 200,000 acres, and transfer that to you, while it wouldn’t throw you 
over as far as 200,000 acres is concerned, I believe you would be having 
more than the 46,000 acres contemplated under the law and I woul 
want to challenge the viewpoint that Mr. Stull expressed, that you 
were individuals and had a right to do anything those individuals 
wished to do. 

Mr. Wuirrorp. Our policy has been more conservative, Senator. 

Senator Anperson. Mr. Bullard, you subscribe to what Mr. Whit. 
ford has enunciated ? 

Mr. Butxarp. Mr. Whitford has worked for me for 30 years. | 
think he is an authority on leasing regulations. 

Senator ANpEerson. You subscribe to the statement he made? 

Mr. Butxarp. Absolutely. 

Senator Anperson. That satisfies me. 

Mr. Hannetr. I have a few questions of Mr. Whitford. 

Mr. Bullard doesn’t have to be up here unless he desires to. 

Senator Anpgerson. We are through with you, Mr. Bullard. I am 
sorry to bring you back for such a “short time, but I did want you 
to come back. Thank you very much for coming back. I didn’t like 
to do that to you, but I did want this cleared up while you were here. 

Mr. Hannerr. Mr. Whitford, this morning and this afternoon dur- 
ing the questioning of Mr. Stull, we read from the decision of the 
land office in 1952 in connection with the DiRocco case. 

Mr. Wurrrorp. I am familiar with that. 

Mr. Hannerr. And you were familiar with it shortly after the 
time that it came out; is that right? 

Mr. WuirtForp. I read it, yes. 

Mr. Hannerr. Where does the practice that Stanolind follows in 
using its attorneys and its attorney’s employees differ from the 
DiRocco case? 

Mr. Wurrrorp. Using its attorneys? Well, there is quite a differ- 
ence between the DiRocco case and all of these optionees and invitees. 
a very great difference, and it stems from this seemingly simple fact: 
In the one case the lease applicant has granted a power of attorney to 
the attorney. In these cases the lease applicant granted an option. 
That made all the difference in the world, because the power of 
attorney wasn’t provided for in the law and options are provided. 

Those powers of attorney granted to those attorneys in fact power 
to sell the leases and make operating agreements, and make drilling 
deals, do anything they wanted to, and secure all the benefits, so the 
Government said “they were the owners of the leases. They hadn't 
taken anything but interest in a lease. 

Now, the Gover nment, as an exception-interest in leases, provides 
for an option, which is a lawful thing and which can be taken upon 
a larger acreage. The option defines the rights that the party ma) 
have and no other. 
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Mr. Hannert. It gives them the same privileges that the powers 
of ag did. 

Wurrtrorp. No, not at all, not any of the privileges, not any 
of — m. All the optionee can do is go on and do geophysical work 
and at the end of the option he has the right to exercise the option 
ind pay the consideration, and then acquire the lease, and until he 
does that he is not in any sense the owner of the lease nor does he 
have any control over it. 

He has control over his option, but he doesn’t have any control over 
the lease, and the option is a thing authorized by law. 

Mr. Hannerr. Didn’t you testify the other day, Mr. Whitford, 
that under the present options that you are now using, which are 
different since 1954, since geological and geophysical work is now 
S excluded from the statute, you do have a right to drill on options 
now £ 

Mr. Wurrrorp. No; I don’t think I testified at all that way. I 
didn’t testify that way at all. 

Mr. Hannetr. Of course, the record will disclose what you said. 
Do your options as of now provide that you have a right to go in 
and drill? 

Mr. Wurrrorp. I think perhaps you are right in this: That our 
| present option provides that if the party desires to drill, the optionee 
will give to the supervisor a designation of agent, or something like 
that, to enable him to drill, but an option doesn’t grant a man the 
right to take the lease, utilize the lease, bring up the oil, market it, 
) produce it, save it, take any portion of the profits. 

You can’t do any of those things under an option and those are the 
things that are granted under a lease, and that is all the difference in 
the world. An option is just a temporary feature to get geophysical 
work done and make a determination whether the party wants to take 
a lease or a lease-acreage charge. I think it is very different. 

Mr. Hannerr. But this effect, in practical effect—we won't talk 
about documents at the moment, and the power of attorney—in prac- 
tical effect, this is what happens, isn’t it, Mr. Whitford? You know 
who is going to file on the lease before he files. 

Mr. Wuitrorp. That is right. 

Mr. Hannetr. Before the application ? 

Mr. Wuirrorp. That is right. 

Mr. Hannerr. You know he is going to give you an option? 

Mr. Wurrrorp. We expect he will. 

Mr. Hannerr. You know he is going to give it or you are not going 
tohave him. You want a reliable man. 

Mr. Wurtrorp. We have confidence that we will get it. 

Mr. Hannerr. You have confidence the day after you get an option 
you can get an assignment if you want it. 

Mr. Wurrrorp. And if we pay for it, yes, if we elect to and we 
pay for it. 

Mr. Hannert. That is just the 10 cents an acre. 

Mr. Wurrrorp. Yes. That is half the consideration. 

Mr. Hannetr. You know that you have the lease if you want it at 
the beginning—even before you file for it you can make it your lease— 
don’t you, any time you want it? 

Mr. Wurrrorp. Yes; we can do that. 
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Mr. Hannerr. You know that? 

Mr. Wuirtrorp. Yes. 

Mr. Hannerr. Before it even starts out ? 

Mr. Wuirrorp. To that extent, yes. 

Mr. Hannerr. You know that you are going to put up all the 
money for it in the way of rentals, filing cost, and everything else, 
don’t you, before you even file the application ? 

Mr. Wuirrorp. We know we are going to pay the consideration of 
the option. We know if there are any intervening rentals and we 
wish to keep the option we will pay them. Of course, we don’t know 
that we are going to do that. 

Mr. Hannerr. You know that you are going to pay the initial filing 
cost. You know that you are going to pay the initial advance rental, 
don’t you, even before the application is filed ? 

Mr.Wuitrorp. That is right. 

Mr. Hannerr. You know that you are going to have whatever con- 
trol you want over that lease before you file the application, don’t you? 

Mr. Wurrrorp. We don’t contro] the lease. We control the option. 

Mr. Hannerr. You know in advance of the application for the 
lease, if you have got a reliable invitee, that you are going to have any 
control over that lease that you desire, including an option. 

Mr. Wuirtrorp. We know, if we exercise the option and pay the 
consideration, that we have a legal right to obtain the lease. 

Mr. Hannetr. You are taking it several steps beyond where I am 
putting it. ; 

I am starting at the time prior to the time you file an application for 
a lease in the name of an invitee. You know, prior to that time, do 
you not, Mr. Whitford, that you are going to be able to get an option, 
from the person who is filing that application ? 

Mr. Wurrrorp. We expect we will, yes, sir. 

Mr. Hannetr. You know it, don’t you? 

Mr. Wurrrorp. No, we don’t know it exactly. They have thrown 
it over several times. 

Mr. Hannetr. They have thrown it after they filed the application. 
How many times have they thrown you over in all your experience, 
your 30 years with Stanolind ? 

Mr. Wurrrorp. I don’t know all the instances. They testified here 
to at least one. 

Mr. Hannerr. Do you know of any other than one? 

Mr. Wurrtrorp. I don’t know personally to my knowledge. 

Mr. Hannerr. You don’t know that it has happened over once! 

Mr. Wurrrorp. No. 

Mr. Hannett. In all the applications that have been filed it has only 
os once that you know of ! 

Mr. Wurrrorp. That is right. 

Mr. Hannert. So then you do know at the time that the application 
is filed that you are going to have an option isn’t that right? 

Mr. Wurtrorp. We expect to, yes, sir. 

Mr. Hannerr. You know, also, that if you don’t want an option 
you could have the person who filed the application give you a direct 
assignment immediately upon getting the lease ? 

Mr. Wurrrorp. Immediately on getting the lease? 

Mr. Hannert. Yes. 

Mr. Wurrrorp. We can exercise the option at any time—— 
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Mr. Hannetr. If you do not have an option. 

Mr. Wurrrorp. Well, I suppose we have a right to an option, we 
Mhave a right to a lease, if we exercise it. 

[ want to say this right here now, the right to a lease is exactly the 
came thing in these invitee options as they are in any other option. 

When we take an option from somebody who has already gone out 
and bought a lease and offers us an option, our right to exercise that 

yption is just the same as it is as the man we get from the invitee 
yption. The one man is bound just as much. 

If that involves a control over the lease to that extent that control 
ver the lease is authorized by the law granting the option, because the 
yption says it is not chargeable as a lease. 

Mr. Hannettr. You are not talking practically. 

) Mr. Wurrrorp. I am talking asa lawyer. You are asking me about 
Bthe law. 

Mr. Hannetr. You are talking legalistically ? 

Mr. Wurrrorp. I am talking legalistically. 

Mr. Hannett. Practically, Mr. Whitford, there is an awful lot of 
Sdifference and you have got control of that lease from the very moment 
fyou go to that invitee and ask him to file it, have you not, or you 
Svould not go to him? 

) Mr. Wurrrorp. We have the right, probably, to get the option; yes, 

Ir. ; 

} Mr. Hannerr. You have control over that from the beginning ? 

Mr. Wurrrorp. You said once we discussed that—— 

Mr. Hannetr. Is it correct that you do that? 

Mr. Wurrrorp. I answered you before. Let us not go over it again. 
Mr. Hannert. Will you answer the question. Is it “Yes,” or “No”? 
Mr. Wurrrorp. Ask the question. 

Mr. Hannerr. From the time you go to that invitee, in the first 
instance, and ask him to file the application, you have got control over 
hat invitee, have you not? He is going to do your bidding. 

Mr. Wuirrorp. No; not. necessarily. 

Mr. Hannerr. You know of only one instance when they have not. 

Mr. Wurrrorp. That is right. There could be plenty of others. 

Mr. Hannerr. That is the exception that proves the rule, is that it? 

Mr. Maton. Mr. Chairman, I take it we are about at the end of the 
hearing in respect to Stanolind, and at the outset you said you would 
onsider a request that I be permitted to ask 1 or 2 questions. 

I have just one question t would like to ask Mr. Whitford. 

Senator Anprerson. I did, Mr. Malone, without attempting to break 
he precedence of these committees, which is solidly against that and 
J have made an explanation why. 

There is no minority representation here so you go ahead. 

Mr. Martone. Thank you, Senator. 

Mr. Whitford, is there anything in the Mineral Leasing Act which 
says options to be included in the 200,000 acres authorized must be 
aken from unfriendly individuals? 

Mr. Wurrrorp. No, sir. 

Mr. Maton. Thank you. 

Mr. Hannetr. Is there anything in the Mineral Leasing Act which 
ays “ry your company must report all acreage over which it has 
ontrol ? 
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Mr. Wurirrorp. That is right; yes, sir. 

Mr. Hannetr. And you have control over every invitee that You go 
to and ask to file an application ; do you not? 

Mr. Wuitrorp. No. 

Mr. Hannetr. All but that one? 

Senator Anprerson. I desire to announce that we have copies of 
the chairman’s statement made a few moments ago. The supply is 
limited. All those companies that got letters telling them they Were 
about to be asked to be here may come up and get one. The rem: uning 
copies will be distributed as far as they go. 

We will now adjourn and meet at 10 o’clock, Tuesday, Septembe 
95, 1956. 

(Whereupon, at 8: 40, the hearing recessed, to reconvene at 10 a. m, 
Tuesday, September 25, 1956. ) 
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INVESTIGATION OF OBSERVANCE OR NONOBSERVANCE 
OF ACREAGE LIMITATIONS OF MINERALS LEASING 
ACT 


TUESDAY, SEPTEMBER 25, 1956 


Untrep Srates SENATE, 
SPecIAL SUBCOMMITTEE OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Albuquerque, N. Mex. 
| The special subcommittee met, pursuant to recess, at 10 a. m. in 
» Bernalillo County Courthouse, Hon. Clinton P. Anderson (chairman) 
presiding. 

Present: Senator Anderson. 

Also present: George W. Hannett, special counsel to the sub- 
committee. 

Senator AnpDerson. We will get underway. 

[ want to get as many of these statements into the record as pos- 
sible. We want them introduced into the record with somebody as 
sponsor of them. I mean to say, if we have a statement from a par- 
ticular oil company, we desire the person presenting it for the oil 
company to come forward to be sworn and make a statement about it. 

Then if Mr. Hannett has any questions particularly on that at this 
time, we will do it, but the main purpose this morning is to get all 
of these statements in under oath. Then we are in a position “to ex- 
amine them and see where we are. 

Mr. Hannetr. Mr. Chairman, I have a list of those who have filed 

statements with me. 
| Senator Anprrson. Is there anybody to identify each statement? 

Mr. Hannerr. Mr. Howell, of El Paso Natural, is one. Perhaps 
we could have them sworn at one time. 

Humble Oil Co., Mr. Waldron; Skelly Oil Co., Mr. Kerr; Magnolia 
Oil Co., Mr. Hannifin; Phillips Petroleum Co.—is Mr. Hannifin here? 

Magnolia, Mr. Hannifin, is not here. Charles W. Corbett ; Amerada, 
Mr. Meister; Shell Oil Co., Mr. Troft: Gulf Oil Co., Mr. Grear. 

Senator AnpERsoN. Do you all and each of you solemnly swear that 
the testimony you shall give before this subcommittee of the Senate 
Committee on Interior and Insular Affairs will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Howert. I do. 

Mr. Watpron. I do. 

Mr. Corserr. I do. 

Mr. Kerr. I do. 

Mr. Metster. I do. 

Mr. Grear. I do. 

Mr. Trorr. I do. 
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Senator Anperson. The record will show that all those prey 
made a statement who do. 

I want to say with reference to subsequent hearings that I do yy 
ascribe to the theory which the United States Land Office seemed jy 
have, that people were entirely separate entities in a community 
property State. If the husband has his 46,080 acres of land and th 
wife comes along and makes application for some additional |anj 
unless she shows that that is being done with sole and separate fun 
it is my opinion—not being a lawyer, I can actually have one yer 
easily—that may be involved in community property and he my 
immediately have an interest in it. 

While Mr. Stull, who was testifying the other day, may have had; 
theory with reference to — living in noncommunity property 
States, I certainly can’t ascribe to his theory that there can be ty 
wholly separate individuals in the same household if they cannot shor 
sole and separate property prior to marriage or subsequent to mar. 
riage by gift. 

Therefore, we are going into that question at a later date, and tly 
Bureau of Land Management of the Department of the Interior ; 
not ready with that information at this time. We will then try 4 
find out what these statements indicate. Then we will have to take, 
look at them, and tomorrow we will start again at 10 o’clock and holj 
a session. 

We will probably not have a session on Thursday, and then we wil 
have a session again Friday, which I hope we will be able to finish i 
good order. We may decide to go to Saturday, but probably no 
Depending on the progress we make, there may be a session on Mor: 
day of the following week, but that will be all for a while. 

We hope that most of the points raised by this can be cleared w 
in these next 2 or 3 sessions. I want to say, for those who are curious 
as to his absence today, that Mr. Redwine is in the hospital with virs 
pneumonia, but is making good progress and expects to be out, I be 
lieve, tomorrow. 


TESTIMONY OF BEN R. HOWELL, ASSOCIATE COUNSEL, EL PAS 
NATURAL GAS CO. 


Mr. Hannerr. Perhaps we better have a date on that. 

Mr. Howxtx. Do you wish it dated today, or when? 

Mr. Hannetr. Yesterday. 

Mr. Howext. That would be September 24, 

Mr. Hannert. I hand you, Mr. Howell, your statement of Septen: 
ber 24, 1956, and ask you whether or not that is the statement whic 
you have filed with the committee staff on behalf of the El Pa» 
Natural Gas Co.? 

Mr. Howetx. That is the statement. 

Mr. Hannerr. Are you authorized on behalf of your company to 
file this statement in its behalf? 

Mr. Howe xt. I am. 

Mr. Hannert. And do you verify that the statements which at 
contained within this statement of September 24, 1956, are the truth 
to the best of your knowledge and belief? 

Mr. Howetx. That isso. I do. 

Senator Anpgrson. Could we have your full name for the record, 
please. Mr. Howell? 
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Mr. Howritn. My name is Ben R. Howell. 

Senator ANDERSON. Do you live in El Paso? 

Mr. Howe. I live in El Paso, Senator. 

Vr. Hannerr. Not having had an opportunity to review the entire 
statement, Mr. Howell, included within this statement is an ay pendix 
showing the acreage holdings of E] Paso Natural Gas Co., in the vari- 
ous States; is that right? 

Mr. How. That is correct. That statement has been prepared 
according to the company’s records, and so far as we know it is abso- 
lutely correct. There may be an error in addition or something of 
that nature that might occur in there, but to the best that we can 
make it, that is an actual correct statement of the company’s holdings. 

Mr. Hannerr. Does that include all that is under unit agreement ? 

Mr. Howetn. It does. 

Mr. Hannetr. I think that is all at the moment. 

Mr. Chairman, at this point I would like to have the statement 
of El Paso Natural Gas Co. made a part of the record. 

Senator ANpERsSON. The statement will be copied in the record 
at this point. 

The statement referred to follows :) 


My name is Ben R. Howell. I am a lawyer, and since January 1, 1955, have 
been associate counsel of El Paso Natural Gas Co. Prior to that time, I was in 
general practice in El Paso, Tex., and represented El Paso Natural Gas Co. 
as an attorney in many oil and gas lease transactions. 

The attached statement is submitted on behalf of El Paso Natural Gas Co. 
Iam authorized to state that the company will stipulate to the facts contained 
in this statement. 

El Paso Natural Gas Co. welcomes an opportunity to make a full and com- 
plete statement regarding its practices with reference to Federal oil and gas 
leases, and to point out provisions of law which, in the opinion of the com- 
pany, hamper operations and create extreme difficulty in developing and oper- 
ating Federal lands for the production of gas. 

Common practice joins ‘“‘oil and gas” in one phrase, although the two sub- 
stances have physical characteristics which make production and marketing 
of gas aitereut than marketing oil. No feasible methods of storing quantities 
of natural gas above ground or of transporting natural gus by any method 
other than expensive pipelines have been devised. 

A further complication arises from the understandable reluctance of inde- 
pendent producers to subject themselves by wellhead sales of natural gas to 
regulation as a “natural gas company” under the Federal Power Commission. 

In recent years, the difficulty of purchasing gas at the welihead from oper- 
ators has forced this company and other interstate pipeline-transmission com- 
panies to acquire their own reserves in an attempt to secure for the consuming 
public an adequate long-term supply. 

El Paso Natural Gas Co. has: been a pioneer, and many other companies 
have now followed its lead in conserving and marketing for domestic con- 
sumption large quantities of gas produced in connection with production of oil, 
commonly called casinghead gas. Since 1945, more than one-half of the gas 
marketed by this company has been casinghead gas which formerly had been 
wasted by flaring. 

Marketing of casinghead gas requires a large standby supply of gas pro- 
duced from gas pools, commonly called dry gas. This problem has been aptly 
summarized by the Federal Power Commission in the following language: 

“While it is unquestionably a real service in the public interest to market 
such a considerable volume of flare gas, it imposes on the company a task of 
some magnitude to provide an ever-ready and adequate reserve of dry gas, 
since fare gas is available wholly as a result of the production of oil, and the 
height of oil production is in the Summer and not during the winter when El 
Paso experiences its systemwide peak demands for gas.” 

Until 1949, the company owned only a few leases on Federal lands located in 
Lea County, N. Mex., and used in connection with an underground storage proj- 
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ect. It also owned gas rights acquired from lessees and held by the Company 
under a development contract, approved by the Secretary of the Interior, gy; 
relieved from acreage limitation. 

The company had two sources of gas supply: (1) gas produced from gas wel, 
and (2) casinghead gas which customarily had been flared either before or afte, 
the extraction of hydrocarbon liquids. 

In 1949, the development of additional casinghead gas which was then being 
flared in the Spraberry field of Texas, and the demand of the company’s marke; 
areas for more gas resulted in the company’s filing applications with the Feder, 
Power Commission which proposed the taking of casinghead gas from the Per. 
mian Basin and supplementing this supply with dry gas from the then undeyg. 
oped San Juan Basin. 

The company initially entered contracts with holders of oil and gas leases jy 
the San Juan Basin for purchase of dry gas as a reserve basis for the pipeline 
project. Certain contracts were upon condition that the sale would not consti. 
tute the operator a natural-gas company subject to Federal Power Comnis: 
sion regulation. 

Later events have proven that the supply under these contracts would no 
have become available. The Federal Power Commission, on July 13, 1949, foung 
the existing gas reserves subject to enforcible contracts to be inadequate anj 
directed the company to attempt to acquire additional gas reserves. 

Following this ruling, the company made contracts with owners and operator 
of oil and gas leases in the San Juan Basin to purchase from them gas rights 
in order to obtain the necessary gas reserves. The gas rights so purchasej 
were rights to explore for, produce, and market gas, reserving to the seller q)] 
other rights under the lease. 

After completion of these contracts, the Federal Power Commission approve 
the reserve status and issued a certificate of public convenience and necessity 
July 14, 1950, which authorized construction of the company’s first pipeline into 
the San Juan Basin. 

The industry’s experience in production of gas has demonstrated that the ey. 
haustion of gas reserves continues over a longer time and requires much greater 
acreage per well than oil. Gas wells drilled in the San Juan Basin and particu. 

larly the initial wells were capable of delivering only small quantities of gas 
per day. The first 99 Mesaverde wells connected to this company’s system in the 
San Juan Basin had an actual average deliverability against pipeline working 
pressure of 500 to 550 pounds per square inch gage of only 753,000 cubic feet per 
well daily. 

To meet market demands a large number of wells and a large amount of xcre- 
age was required, The then existing limitation of 15,360 acres was a bar to the 
company’s acquiring gas rights on adequate acreage to meet the market require 
ments. 

Fortunately, section 17 (b) of the Mineral Leasing Act then contained pro- 
visions for the Secretary ‘‘to approve operating, drilling, or development contracts 
made by one or more lessees of oil or gas leases, with one or more persons, ass0- 
ciations, or corporations, whenever, in his discretion and regardless of acreage 
limitations provided for in this act, the conservation of natural products or the 
public convenience or necessity may require it or the interests of the United 
States may be best subserved thereby.” 

However, the then applicable regulations of the Department of the Interior 
in 48 Code of Federal Regulations 192.23 limited the acreage relief to operators 
and the practice of the Department retained chargeability against the lessee and 
relieved only the operator under the operating agreement. 

The Secretary wisely recognized the problem facing the company of obtaining 
adequate gas reserves and approved a cooperative agreement known as the Blanc 
Development Contract No. 1. Subsequently, gas rights were acquired by the 
company on additional acreage and Blanco Development Contracts Nos. 2, 3, and 
4 were approved. The conventional-type unit agreement for nonproducing lands 
seemed inapplicable to the geological conditions of the San Juan Basin, a field 
far too large to be operated under one unit agreement. 

Consequently, this company and other operators, in connection with the 
Department of the Interior, worked out a form of unit agreement for the San 
Juan Basin area in which approximately one township constituted each unit 
area. A map showing the area covered by the respective development contracts 
and the unit areas is attached. This map reveals the vast area and the huge 
quantity of acreage developed as a result of removing acreage limitations. 
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The map referred to was filed with the committee. ) 


fhe peculiarity of the regulations which limited acreage relief to operators 
nly made it necessary to assign leases to other parties and to take back operat- 
-»¢ agreements in order for the relief to apply. This company and other com- 
nonies gave and assigned to third parties option agreements and leases and 
book hack from the new lessee an operating agreement covering the gas rights 

quired by the company. ates é f 

{nother operating agreement granted oil rights to the oil operator. The 
inequity was recognized and corrected by Congress in the 1954 amendment which 
now relieves both the lessee and the operator from chargeability for leases com- 
mitted to an approved development contract. In a few instances, leases assigned 
in this phase of operations have not been developed and are still held by option 
agreements. 

The company has obtained successive option agreements from the lessees, 
The Department was fully advised of the problem and the successive option 
sereements have been reported on each of the company’s reports since that time 
and have been charged against the company’s option holdings. 

In subsequent years, the company, in acquiring additional gas reserves in 
the San Juan Basin area, has generally purchased gas rights only, limited in 
depth to the producing formations, and has committed its interest either to 
an appropriate development contract or to a unit agreement. The low pro- 
ductivity prevalent in the San Juan Basin, and the long period of payout, has 
resulted in many operators’ selling their acreage either developed or undeveloped 
to a pipeline company. 

The continued expansion of the producing area indicates that additional de- 
velopment contract areas and additional unit areas soon should be designated 
to cover the gas reserves attributable to the three gas pipelines which are 
presently marketing gas from the San Juan Basin. 

The Department of the Interior recognized that the acreage limitations pre- 
vented proper development of this area and by approval of many unit agree- 
ments and development contracts has permitted development of a mujor gas 
reserve and brought prosperity to the entire area. 

This company, faced with ever-increasing demands from the area which it 
served, has vigorously explored for gas in the States of Texas, New Mexico, 
\rizona, Louisiana, Colorado, Utah, Wyoming, Montana, Oregon, and Nevada. 
The general practice of the company has been to acquire either gas rights or 
full leasehold right by (1) purchase from owners of leases or options: (2) 
farm-outs whereby the company acquires an interest in leases and options 
owned by others through drilling of exploratory well or wells; and (3) by 
having others file applications for leases and taking option agreements thereon 
util such time as geological or geophysical studies indicate the advisbility of 
lrilling. 

Prior to drilling, the area usually has been utilized. When a unit has been 
formed, the option is exercised and assignment of lease made to the working- 
interest owner of the drill site, and, if production is obtained, all option agree- 
ments within the unit area are exercised and leases assigned to the optionees. 

In some instances, all options within the unit were exercised when the unit 
was formed. When no unit has been formed, the option has been exercised and 
lease assigned to the company covering the drill site and other options are not 
exercised until drilling is intended. 

The committee has asked for a full statement of the practices of each com- 
pany concerning certain practices discussed at the hearing. The following 
statement covers any practice of this company relating to practices discussed 
at the hearing. 

1. E! Paso Natural Gas Co. has obtained successive option agreements from 
some lessees. In at least one instance there have been two successive option 
agreements obtained after the initial option. This company has also made 
assignments of options to third persons who have exercised the option, taken 
assignment of the lease and given to this company new options covering the 
same lands, 

The company’s reports filed with the Bureau of Land Management reflect every 
instance in which successive option agreements have been taken. It is not ap- 
propriate in this statement to belabor a legal argument, but the company con- 
‘urs in the interpretation of the law as exemplified by general practices of many 
companies and, as reported consistently to the Bureau of Land Management, 
f obtaining successive option agreements on the same basic lease. 
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2. This company has requested persons outside the company and, in a fey 
instances, its employees, to make up applications for Federal leases. Optio, 
agreements to the company have been taken promptly and reported as chargeabje 
option acreage. The option agreements so obtained, together with option agree. 
ments purchased, constitute all of the company’s holdings, have been reported, 
and do not exceed in any State the limitations on acreage held under optioy 
agreements. 

In each of these option agreements, the optionor retains an economic intereg 
in the form of an overriding ropalty. A company desiring to explore a block 
of acreage cannot obtain an option from the Government and must obtain option 
agreements from other parties. If the land is unfiled, someone must file appli- 
cations for leases to make option agreements possible. 

Speculators with no intention to develop can rush in and hold leases for high 
prices, preventing development. It does not seem in the public interest ty 
retard development for the benefit of speculators, and it is more appropriate 
to request filing of applications, taking and reporting the option agreements 
obtained from the applicants. 

3. The approval and dissolution of unit agreements with resulting credits and 
debits of chargeable acreage may result in any company’s temporarily exceeding 
the acreage limitations for leases. Moreover, the company owns approximately 
23 percent of the common stock of Western Natural Gas Co. and has uniformly 
charged both its lease acreage and option acreage with the same percentage of 
any lease acreage owned by Western Natural Gas Co. 

In the event of dissolution of a unit agreement or acquisition of leasehold 
acreage by Western Natural Gas Co., the company’s chargeable lease acreage 
can rise temporarily above the acreage limitation. When the company’s charge- 
able lease acreage is found to be in excess of the limitation on lease acreage. 
the company has promptly reduced its acreage either by committing chargeable 
acreage to a unit agreement or development contract which relieves the acreage 
of chargeability, or by relinquishment of the leases covering the surplus acreage, 
or by disposition to other parties. In the case of disposition to other parties, 
the company retains no undisclosed or uncharged interest. 

4. The committee indicated a desire to have a report of Federal oil and gas 
leasehold acreage held by the company. There is attached a schedule, exhibit A, 
which covers the net leasehold interests owned by the company in each of the 
States in which it owns Federal acreage. Exhibit B is a detailed report of the 
Federal lease acreage held in each State, itemizing the nonchargeable acreage 
within unit areas and development agreement areas. 

In conclusion, El Paso Natural Gas Co. states to the committee that it considers 
the law, regulations, and practice of the Interior Department now permit the 
holding of oil and gas rights on Federal lands either as (1) leases subject to a 
limitation of 46,080 acres in each State; or (2) under option agreements subject 
to a limitation of 200,000 acres in each State. The company has conformed 
with the law, reculations, and general practices and customs relating to oil and 
gas leases on Federal lands. It has consistently and correctly reported its 
holdings of leases and its holdings of options. 

The company makes the following suggestions for amendment of the Mineral 
Leasing Act in order to aid proper development of Federal lands in the case of 
gas-producing lands: 

1. The acreage limitation on leases and options should be entirely removed. 
This limitation hinders acquisition and maintenance of gas reserves. The large 
quantity of acreage required to provide adequate reserves for proper development 
and marketing from the Federal lands as shown by the experience in the San 
Juan Basin strongly indicates this need. 

2. If acreage limitation is not entirely removed, then all producing acreage 
should be relieved of chargeability. Proper conservation requires the continued 
operation, production and marketing until all recoverable oil and gas have been 
produced. An operator can easily find itself burdened with partially depleted 
acreage to the extent that it cannot continue further development within the 
State in the face of acreage limitation. 

The only relief is through unit agreements and development agreements. If 
the operator cannot subject Federal acreage either to unit agreements or a de 
velopment agreement, his business faces gradual extinction as an active exploring 
company in that State. 

8. Even if acreage limitations be removed, the provisions for unitizing lands 
and permitting unit operations should be continued to encourage efficient drilling 
and operating practices. 
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The Government should permit an operator to obtain option agreements 
vering areas of exploration directly from the Government, without intervention 
¢ third partices. 


Exhibits A and B referred to follow:) 


Evhibit A to statement of El Paso Natural Gas Co. 
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Mr. Hannetr. Mr. Waldron, please. 


TESTIMONY OF LLOYD 0. WALDRON, DISTRICT LANDMAN, HUMBLE 
OIL & REFINING CO., ROSWELL, N. MEX., AND M. W. HANKINSON, 
ASSISTANT CHIEF LAND MANAGER, HUMBLE OIL & REFINING 


CO., HOUSTON, TEX. 


Mr. Hannerr. Your name is Lloyd O. Waldron? 

Mr. Waupron. That is true. 

Mr. Hannetr. You are district landman of the Humble Oil & Re- 
fining Co. ? 

Mr. Wa.pron. In New Mexico. 

Mr. Hannerr. You are located in Roswell? 

Mr. Waupron. That is correct. 

Mr. Hannetr. I hand you what you have heretofore submitted to 
the committee staff, a letter dated September 23, 1956, and ask you 
whether or not that is the statement which you submitted ? 

Mr. Watpron. That is right. 

Mr. Hannerr. Are you in a position, or authorized, to speak for 
your company in regard to that statement ? 

Mr. Waxpron. I am. 

Mr. Hannert. Do you verify that the statements therein con- 
tained are the truth to the best of your knowledge? 

Mr. Watpron. That is right. 

Mr. Hannetr. Mr. Chairman, at this point, I would like to have the 
letter of Humble Oil & Refining Co. made a part of the record. 

Senator Anprrson. That letter will be copied in the record at this 


point. 
(The letter referred to follows :) 


Dear Mr. CHAIRMAN: My name is Lloyd O. Waldron. I am employed as dis- 
trict landman for Humble Oil & Refining Co. My headquarters are in Roswell, 
N. Mex. In response to your letter of September 14, 1956, giving notice that a 
hearing will commence in Albuquerque, N. Mex., at 9 a. m., September 20, 1956, 
before a special Senate subcommittee of the Senate Interior and Insular Affairs 
Committee created to make a study of oil company practices in acquiring and 
holding oil and gas leases and options on public lands under Federal law, I have 
been present and heard the testimony obtained Thursday and Friday, September 
20 and 21. 

With the view of Shortening the hearing you have suggested that each com- 
pany invited to be present at this hearing should submit a statement covering 
the subject matter of the investigation. 

Regarding the acquisition of options on federally owned lands my instruc- 
tions have been to adhere to the following procedures : 

1. Where it is ascertained that an applicant has already filed on the land in 
question the landman can negotiate a bona fide trade by payment of considera- 
tion which may include an overriding royalty for a 3-year option on the 
application. 

2. Where no applicant has made a prior filing the landman should advise a 
lease broker of the unleased Federal acreage and suggest that such lease broker 
might desire to file an application with the Bureau of Land Management for 
an oil and gas lease on the acreage. The lease broker should handle with his 
own lawyer the procedures necessary to make a filing which is independent of 
Humble’s direction or control, and there should be no agreement that Humble 
will he granted an option by the applicant. Humble’s money is not to be used 
and there should be no agreement by which Humble will refund the applicant his 
costs and expenses. After the applicant files on the land the landman may then 
make an arm’s length trade with the applicant for an option. 


I — now outline how I carry out the above instructions as a matter of 
practice. 
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When we have an area of interest, a buying outline is turned over to a lease 
broker or brokers. My experience has been where the outline includes Federal 
jands, it also includes privately and State-owned lands. The broker is advised 
as to a price per acre which we would be willing to pay. He will endeavor to 
acquire all the leases he can, but should there be Federal lands in the area the 
broker will negotiate for assignments on leased lands or file applications for 
leases on unleased lands. In so doing he uses his own money and prepares his 
own application when filing for a lease. If the broker is successful in purchasing 
leases in the area we negotiate a price at which the leases or options are to be 
delivered to us. In arriving at this figure, many factors are taken into considera- 
tion, including the amount and type of acreage acquired and difficulties involved 
in securing the leases. Should the broker acquire leases on Federal acreage 
and deliver 3-year options to us it is understood that at the end of the option 
period he is free to trade with anyone he sees fit. 

In response to the questions in your directive, I make the following statements : 

1. Humble has Federal holdings in the State of New Mexico as follows: 

Acres 
Total chargeable leases 17, 271. 71 
Total options _.-. 186, 492. 91 
Total nonchargeable acreage in approved unit é . 35,076.58 

2. The instructions I have received providing for acquisition of leases on 
Federal acreage state that leases or options should be secured through brokers 
and such instructions do not provide for use of company employees, former 
company employees, relatives, or employees, or attorneys representing us. As a 
result we have always used independent brokers and we do not now have, or 
to my knowledge have never had leases or options acquired by any other method 
except in the case of a direct submittal of a lease owner to our office. 

3. To my personal knowledge we have never at any given time exceeded the 
applicable acreage limitations for leases or options. 

4. In carrying out the above instructions as New Mexico district landman I 
have endeavored to carefully avoid creating an agency relationship with any 
lease broker in negotiating for options on Federal leases or applications. 

If additional information is desired, we will have personnel available for this 
purpose. 

Mr. Hannerr. You have not listed Humble’s holdings in other 
States in the Union, or any Territories ? 

Mr. Watpron. I am not familiar with what exists in those States. 

Mr. Hannerr. Can you secure that from your company and furnish 
us with that ? 

Mr. Smirn. We have a man who can give you that information. 

Mr. Hannetr. Is he here now ? 

Mr. Smrru. Yes. Mr. Hankinson. 

Senator ANprerson. Do you solemnly swear that the testimony you 
shall give before this subcommittee of the Senate Committee on In- 
terior and Insular Affairs will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Hanxrnson. I do. 

Senator ANDERSON. Will you identify yourself for the record. 

Mr. Hanxrnson. M. W. Hankinson. 

Senator ANDERSON. Where do you live, Mr. Hankinson ? 

Mr. Hankinson. Houston. 

Senator ANDERSON. Where is your main office ? 

Mr. Hankinson. Houston. 

Mr. Hannerr. In what capacity are you connected with Humble? 

Mr. Hanxrnson. Assistant chief land manager. 

Mr. Hannetr. Do you have the figures that have been requested 
from Humble Oil & Refining Co. with regards to their acreage hold- 
ings in the various States and Territories under lease, option, acquired, 
and so forth ? 
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Mr. Hanxrnson. I have with me the public domain holdings. 

Mr. Hannetr. Just the public domain ? 

Mr. Hanxunson. Yes. 

Senator Anperson. I think that we are only interested in that. | 
do not believe at the present time we are interested in acquired lands, 
We might just as well state for the record here that we may be 
interested later in this question of acquired lands. Frankly, so far as 
we can find out, nobody except 2 or 3 people in the Department of 
the Interior ever understood that there was a differentiation between 
acquired lands and these other lands in the application of areas, but 
we have found that the Bureau of Land Management Regulation, 
volume 43, Code of Federal Regulations, part 200.6 provides that the 
amount of acquired lands that may be held under mineral lease may 
not be in excess of acreage of public domain land allotted for the same 
mineral. 

Thus, an oil lessee may hold 92,160 acres of publicly-owned lands of 
the United States in each State. This regulation made acquired 
lands a wholly independent area for individual holdings. 

Some individuals in tlhe Bureau of Land anngeneet say that 
there is a ruling upholding this theory in the appeal of G. G. Stanford, 


found in 61 Interior Decisions, page 232, decided by Clarence Davis, 
November 1953, although specific section of regulations was not cited. 

This comes as quite a surprise to the staff of the Interior Committee 
and certainly to those Members of the Senate and House who were 
dealing with the legislation, because they thought they were trying to 
make the acquired lands and the other lands all uniform so there would 
be no argument as to what the total could be. Apparently the legis- 


lation got tangled up and we got 2 maximums instead of 1, but under 
the circumstances I see no particular reason in going into the question 
of acquired lands, since it does not hit this part of the country too 
greatly. 

Where acquired lands are more prevalent you probably do not have 
quite so many public-domain lands. However, we are dealing with 
public-domain figures, and if you brought those I think that would be 
regarded as compliance with our request. 

Mr. Hannetr. What are those figures? 

Mr. Hankinson. Alabama: Leases, 61.3 acres; no options. Cali- 
fornia: Leases, 9,583.25 acres; options, 3,615.86. Louisiana: Leases, 
1,285.88. Mississippi: 330.22, with 5.62 in units; options, 1,624.13. 

Senator ANpERSON. Do you have only 5 acres in all of Mississippi! 

Mr. Hankinson. Yes. Oregon: 2,080 acres. That is all. 

Senator ANperson. Thank you very much. 

Mr. Waldron, you have a statement here— 

Should the broker acquire leases on Federal acreage and deliver 3-year options 
to us it is understood that at the end of the option period he is free to trade with 
anyone he sees fit. 

Mr. Watpron. That is true. 

Senator ANDERSON. Do you recognize this as a nonrenewable option! 

Mr. Watpron. Yes, sir. 

Mr. Hannerr. In the past has Humble taken successive options! 

Mr. Wa.pron. We have taken new options on the same land that 
we have had options on before; yes. 
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Mr. Hannetr. Are the negotiations for the new option entered into 
prior to the expiration of the first option ? 

Mr. Waupron. I think on occasion that people have come to us and 
asked us if we wanted a new option on it, and we would tell them we 
would see them when the option ran out. 

Mr. Hannetr. That is all, Mr. Waldron. 

Mr. Kerr, please? 


TESTIMONY OF HAWLEY C. KERR, ATTORNEY AT LAW, SKELLY 
OIL CO. 


Mr. Hannetr. You are Hawley C. Kerr, attorney for Skelly Oil 
Co.; is that correct? 

Mr. Kerr. Yes, sir. 

Mr. Hannetr. You have filed a statement with the committee staff 
dated September 24, 1956? 

Mr. Kerr. Yes, sir. 

Mr. Hannert. I hand you the original of that and ask you to iden- 
tify it. 

Mr. Kerr. Thisis the one that I filed. 

Mr. Hannerr. Are you authorized to speak on behalf of your 
company ¢ 

Mr. Kerr. Tam. . 

Mr. Hannetrr. Do you verify that the statements herein made are 
the truth to the best of your knowledge and belief ? 

Mr. Kerr. Yes, sir. 

Mr. Hannert. Mr. Chairman, at this point I would like to have 


the statement of the Skelly Oil Co. made a part of the record. 
Senator ANpersoN. That statement will be copied in the record at 
this point. 
(The statement referred to follows:) 


To the Senate Committee on Interior and Insular Affairs: 


Pursuant to the requests and suggestions of your chairman and Mr. Hannett 
for statements from the several oil companies, which had been requested to 
appear before you, regarding the practices and procedures in acquiring leases 
and options on Federal! lands, I have made inquiry of those in charge of our 
company’s (Skelly Oil Co.’s) said practices and procedures, and I am informed 
that, in general, they are as follows: 

1. In acquiring such leases and options we endeavor to stay within the acreage 
limitations established by law and to conform strictly to the applicable laws and 
regulations pertaining thereto. Under our interpretation of said laws and 
regulations, we believe that our practices and procedures as herein set forth 
conform thereto. 

2. With respect to leases issued to or assigned to the company, we make appli- 
cations and obtain approval as and in the manner specified by said laws and 
regulations. 

3. With respect to options on leases held or applied for by others— 

(a) In some instances where a third party already owns or has applied for 
a lease and we can come to mutually agreeable terms, we purchase an option. 

(0) In other instances, where we are interested in an area in which feder- 
ally owned lands are open for leasing, we inform a reliable lease broker or 
brokers of our interest in such area and offer to purchase options on such 
Federal leases (within a specified area), as he may acquire or make applica- 
tion for. While in some instances, the consideration for such options may 
vary, the usual consideration is an amount which will give the broker a 
profit over and above his expenses and filing fees. As an additional consid- 
eration, we agree to reimburse him for rentals accruing during the option 
period, or pay such rentals for his account, and, in some instances, agree to 
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grant him an overriding royalty. These options contain no provision for 
renewal. In the event the option expires without our having exercised jt 
and if we are still interested in the area, we enter into negotiations with the 
lease owner for a new option and, if we can come to terms, acquire a new 
option as soon as possible after the old option has expired. 

(c) In some instances in the past, company employees have made appli- 
cation for such leases in their own name and right and have granted options 
to the company. This has been discontinued and our company landmen have 
been instructed to follow the procedure in (0) above in acquiring options for 
the company. There are no Federal leases or applications therefor standing 
in the name of company employees or of their relatives, which are held for 
the benefit of the company. 

I am also informed that our company’s beneficial interests in Federal leases 
and applications does not, and has not, exceeded the acreage limitations therefor 
in any State, and that the same is true with respect to acreage under options, 
(See attached statement for Skelly Oil Co.’s present holdings.) 

We recommend that consideration be given to amending our leasing laws to 
abolish all acreage limitations and to provide that leases be offered on competitive 
bidding, preferably at public auction, to the highest bidder, or be sealed bids, 
This has been a successful practice of many States, of Indian agencies, and with 
respect to institutional lands such as the lands owned by the University of Texas, 
submerged lands in Louisiana, and both State and Federal lands on the outer 
Continental Shelf. 

However, if it is deemed advisable to continue acreage limitations under our 
present laws, we believe that it would be preferable and that public interest would 
best be served by amending such laws and regulations to permit the direct issu- 
ance of options by the Government to optionees. This would avoid the practices 
which, in this investigation, have been criticized, and would permit the Bureau 
of Land Management to know about and take steps to check any abuses. 

We shall endeavor to furnish to the committee such additional information 
pertinent to this investigation as it may request. 


Skelly Oil Co.’s present holdings 


Net acres] 


Leases Options 


Legal limits per § 
kelly Oil Co.’s holdings as of Sept. 19, 195 

Colorado ; 32, 163. 45 
Montana 31, 923. 59 
New Mexic: ; 45, 860. 90 

North Dakota . ‘ None | 

Utah 26, 821. 56 | 136, 516. 40 
Wyoming. caiae, 37, 463. 73 , 528. 06 
Kansas z ; 520. 00 | None 
Louisiana , 316. 41 None 
Mississippi ; ; i 2, 294. 92 | None 


46, O80 


Mr. Hannerr. You have taken successive options ? 

Mr. Kerr. Yes, sir. 

Mr. Hannertr. Have you used company employees? 

Mr. Kerr. We have on occasions. 

Mr. Hannerr. You have not included your unitization acreage in 
the attached schedule? 

Mr. Kerr. No, sir. I guess I misunderstood. 

Mr. Hannerr. Would you see that this is furnished ? 

Mr. Kerr. Yes, sir. Will it be satisfactory to furnish it by a sworn 
statement, or something at a later date? 

Mr. Hannetr. That will be fine. 

(The material referred to is in the committee files.) 

Senator AnprErRsON. Surely. 

Mr. Kerr. In connection with my answer to your question as to 
whether we have used company employees, or whether company em- 
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yloyees have acquired leases, I wish to add the further statement that 
that practice has been discontinued by our company. 

Mr. Hannett. As of the time of this hearing ? 

Mr. Kerr. Just prior to the time of this hearing, sir. 

Mr. Hannerr. Are the lawyers used, also, or their employees? 

Mr. Kerr. No, sir. 

Mr. Hannetr. That is all. 

Senator ANpERSON. I notice your recommendation here that all 
leases be offered on competitive bidding, preferably at public auction 
to the highest bidder. 

When the Mineral Leasing Act of 1946 was under consideration by 
the Congress it included provision to lease forest lands and other parts 
of the public domain. There were 2 reports filed on the bill, one by 
the Secretary of the Interior favoring the bill, and one by the then 
Secretary of Agriculture hostile to the bill. 

In my report I suggested it might be well to do a little competitive 
leasing. All the oil companies at that time, I think, were pretty 
unanimous in opposing that and it got deleted from the bill which was 
suggested. 

is this somewhat a change in attitude on the part of your company ? 

Mr. Kerr. I cannot answer that, sir. That was the suggestion made 
by one of the officials of our company to me. It was the result of our 
conferences concerning the request. 

Mr. Hannerr. Mr, Kerr, are you acquainted with whether or not 
where successive options are taken actual geological and geophysical 
work is done under the first option before the second option is taken ? 

Mr. Kerr. No, sir, I cannot answer that of my own knowledge. 
[ understand that they carry on a constant study of the areas in which 
we are interested. 

Mr. Hannerr. Do you know of your own knowledge whether or not 
it is physically possible for an oil company to carry on geological 
and geophysical work during a 2-year period on an area of 200,000 
acres in each State? 

Mr. Kerr. I suppose it would be physically possible if they had a 
large enough staff to carry it on. 

Mr. Hannetr. Does your company have a large enough staff to 
carry out that, independent of its exploration program, on approxi- 
mately 200,000 acres in each State, or 100,000 acres, as was the limi- 
tation prior to the 1954 act? 

Mr. Kerr. Frankly, I don’t know the answer to that. 

Senator Anperson. I notice you show leases of 45,860 acres as 
against 46,080-acre limit. 

Are those all the leases that are actually in force, or are there any 
ieases in that that are being transferred or relinquished ? 

Mr. Kerr. I don’t believe I understand your question, 

Senator Anperson. The regulation of the land office, I believe, is 
that if you are transferring the lease it is charged against both par- 
ties. If you have relinquished a lease, or transferred it, but have not 
been notified that the assignment had been accepted, have you included 
that lease ? 

Mr. Kerr. I do not know the answer to that. 

Senator Anperson. I think the report we will get from the New 
Mexico land office might show that. I am just curious. You are 
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awfully close to the limit. I was just wondering whether you were 
watching it. 

Thank you. 

Mr. Hannerr. Mr. Hannifin has not come. 

Mr. W. M. Kay (Landman, Magnolia Petroleum Co., Albuquerque, 
N. Mex.). Mr. Hannifin will be in tonight and we have delivered 
the statement of the Magnolia Petroleum Co. 

Senator Anprrson. Is there anyone else that can identify this 
statement ? 

Mr. Kay. I can identify it, but I don’t verify it. 

Senator Anperson. You wouldn’t swear it was correct ? 

Mr. Hannetrt. I think we can wait for Mr. Hannifin. We will have 
him then on Wednesday ? 

Mr. Kay. He will be available in the morning. 

Mr. Hannert. Mr. Corbett, please. 


TESTIMONY OF CHARLES W. CORBETT, MANAGER, DENVER DIVI. 
SION, LAND AND GEOLOGICAL DEPARTMENT, PHILLIPS PETRO. 
LEUM CO. 


Your name is Charles W. Corbett? 

Mr. Corserr. Yes. 

Mr. Hannetr. You are division manager of the Denver division, 
land and geological department of Phillips Petroleum Co., is that 
correct ? 

Mr. Corzetr. Yes. 

Mr. Hannetr. I hand you a statement which has heretofore been 
submitted to the committee staff, and ask you whether or not that is 
the statement which you submitted ? 

Mr. Corsetr. That is the statement. 

Mr. Hannett. Would you put a date on that, please? 

Mr. Corzett. I attached these additional copies that I have for you 
of a list of our acreage holdings, but I do not have the information on 
the units which you requested, but I may have it during the day. 

(The material referred to was not furnished at the time the hearings 
were printed.) 

Mr. Hannetr. Do you verify the statements which are made in 
your statement heretofore given to the committee staff, September 
24, 1956, are the truth to the best of your knowledge and belief? 

Mr. Corsetr. Yes, sir. 

Mr. Hannerr. Mr. Chairman, at this time I would like to have 
the statement of Phillips Petroleum Co. made a part of the record. 

Senator Anperson. That statement will be copied in the record at 
this point. 

(The statement referred to follows:) 

I, Charles W. Corbett, submit this statement on behalf of Phillips Petroleum 
Co. pursuant to the suggestion made by Senator Anderson on Friday evening, 
September 21, 1956, supplemented by the statements of Mr. Hannett. We follow 
this suggested procedure in order to save the time of the subcommittee and in 
lieu of the testimony which I would have given to establish the facts herein 
stated. 

My present position with Phillips Petroleum Co. is as division manager of the 
Denver division, land and geological department. As such I have supervision 


over land acquisitions and other activities in the States of Wyoming, Utah, Idaho, 
Colorado, Arizona, and western New Mexico. 





ACREAGE LIMITATIONS 197 


| have held this position for approximately 2 years. Theretofore I was district 
iandman located in Denver and having, at various times with some changes 

the geographical designation during the course of my tenure, had super- 
vision over land acquisition matters in Montana, North and South Dakota, 
western Nebraska, Wyoming, Utah, Idaho, Colorado and western New Mexico. 
I held that position for approximately 10 years. 

| have familiarized myself with the written statements presented by witnesses 
or Stanolind Oil & Gas Co, at this hearing and also with the written stipulation 

; entered into on the evening of Friday, September 21, 1956. The practices of 
Vhillips Petroleum Co. are parallel with and similar to those of Stanolind Oil 
& Gas Co. as so recited in the record in this hearing with differences, however, as 
noted below. 

With respect to our options from invitees we have followed the practice of 
cranting to the leaseholder, in addition to a payment which includes a bonus 
over and above the cost of filing fee and first-year rental, an overriding royalty 
in the amount of one-half of 1 percent of total production so that said leaseholder 

tains an economic interest in lease production. 

Phillips has not obtained leases or options through a Washington attorney. 
Filings which are required to be made in Washington are usually made directly 
by Phillips Petroleum Co. in its own name. A few options are held by the company 
on leases issued in the field which are owned by an attorney who represents the 
company in Denver. 

Phillips has been careful to maintain its acreage chargeability records, both as 
to leaseholdings and as to option holdings, in two places: 

(1) In its main office in Bartlesville, Okla., and 
(2) In its district (now division) offices. 

At any time that an interest is acquired a double check has been made against 
those records and the interest to be acquired has been added to those records. 

Conversely, at any time that a lease or option is disposed of it has been im- 
mediately noted on those records. The net result is that two sets of records 
Lave been kept current at all times and on a day-to-day basis. 

Phillips has not at any time exceeded the acreage limitations either as to direct 
leaseholdings or as to option acreage. In fact, it was the policy of Phillips to 
maintain a margin for flexibility under the prescribed limitations for direct 
holdings and for options. 

The option forms which Phillips uses do not contain any provision for renewal 
and Phillips does not in fact renew options, but upon expiration of an option 
it does, in various instances, purchase a new option from the lease owner. Such 
new options are taken after the expiration of the prior option and for an inde- 
pendent consideration. 

Phillips has in the past on occasion entered into agreements with individuals 
holding Federal leases or options on Federal leases pursuant to which agree- 
ments Phillips has been granted a preferential right to purchase the lease or 
option if and when the holder thereof elects to sell it. 

The election was not on the part of Phillips but was instead on the part of 
the lease or option owner. If he elected to sell, Phillips merely had the first 
right to acquire the interest from him. These agreements also contained a pro- 
vision whereby, if production is developed on the leased premises during the 
term of the agreement by the lessee or his assignee, Phillips had a right to 
purchase that production at market price. These agreements are not deemed 
to constitute holdings of Federal lands, either directly or by option. 

Section 17 (b) of the Mineral Leasing Act (30 U. S. C. A. 226e) authorizes 
the Secretary of the Interior to approve operating agreements or development 
contracts by an operator with one or more lessees whenever in his opinion the 
interests of the United States may be best served thereby “without regard to 
acreage limitations” and the departmental regulations (43 C. F. R. 192.3) provide 
that acreage held under such contracts will not be chargeable. 

Phillips has obtained approval of such operating agreements, without regard 
to acreage limitations, covering acreage in the Katalla-Yakatage area of Alaska 
under this provision of the law by agreeing to the terms of a development con- 
tract with the Secretary of the Interior requiring very substantial expenditures 
for exploratory work on the area. 

Phillips is in substantial agreement with the statutory interpretations and 
legal conclusions stated by Stanolind and is also, along with many members 
of the industry, subject to the same business and economic requirements as to 
its method of handling Federal acreage problems. 
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Mr. Hannetrt. Phillips Petroleum Co. has used their lawyers on 
occasion ; is that correct ¢ 

Mr. Corsetr. One lawyer. 

Mr. Hannetrt. Is it a practice of your company to purchase leases 
and have them assigned to company employees ¢ 

Mr. Corsett. No, sir. 

Mr. Hannett. Has that ever been done to your knowledge? 

Mr. Corsetr. No, sir. 

Mr. Hannerrt. Is it the practice of your company to have applica- 
tions filed in blank—that is, signed in blank—with any of your dis- 
trict landmen, or has it ever occurred ¢ 

Mr. Corsetr. It has happened. 

Mr. Hannettr. Who are the people whose names are being used 
under those circumstances? Are they employees? 

Mr. Corserr. No, sir. 

Mr. Hannerr. You have taken successive option ¢ 

Mr. Corsertr. Yes, sir. 

Mr. Hannerr. During the period of time of first option, and at 
all times, was geological or geophysical work done? 

Mr. Corsetr. No, sir. 

Mr. Hawnnett. Is it possible for your company, having in some 
States, I believe, in excess of 100,000 acres, to do geological and geo- 
physical work on the whole 100,000 acres within a 2-year period? 

Mr. Corserr. It is possible you say? It is possible, I suppose. 

Mr. Hannetr. But it is not the practice? 

Mr. Corserr. It would be a pretty tough deal, yes. 

Mr. Hannert. In other words, then, Mr. Corbett, this would appear 
to be a manner of holding acreage under the option right, whether 
or not geological or geophysical work is done? 

Mr. Corzerr. No. We have certain facilities and as rapidly as we 
can process that we move to the next. We project these things over a 
period of time. If you get into a rough area like Colorado you get 
into a rough area. If you get into a flat country you move right along. 

Mr. Hannert. Is a 2-year period long enough, in your opinion? 

Mr. Corsetr. I don’t think so. 

Mr. Hannert. Is a 3-year period long enough ? 

Mr. Corsert. No. 

Mr. Hannerr. On 200,000 acres, how many years would an oil 
company need to do geological and geophysical work ? 

Mr. Corsetrr. There are so many extenuating circumstances, I do 
not believe I could answer that, sir. 

Senator Anprerson. Mr. Corbett, I see here a statement that Phillips 
has 818,149.54 net acres of public domain under nonchargeable oper- 
ative agreement. 

Mr. Corsett. In Alaska. 

Senator Anprerson. In Alaska? That paragraph applies only to 
Alaska acreage? 

Mr. Corzetr. Yes, sir. 

Senator Anperson. Nonchargeable operative. Is that not all the 
area that is just being prospected? That is, an operating deal between 
Kerr-McGee and yourselves. 

Mr. Corsetr. Between Kerr-McGee, Phillips, and the Government. 
I believe Kerr-McGee—yes, that is right. 
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Senator Anperson. Is there any oil being produced under that 
operating agreement ? Oh 

Mr. Corserr. We are currently drilling a well there. ’ 

Senator AnpErson. I do not believe that is quite responsive. 

Is there any oil being produced under that agreement? 

Mr. Corserr. No, sir, not to my knowledge. 

Senator Anperson. What is the unitization proposal effect on oil 
and gas pools, field, and like areas ? 

Mr. Corserr. If you will pardon me a minute, sir, I would like to 
ask Mr. Sneed. This has nothing to do with unitization. 

Mr. Sneep. That is under the section of the act which permits the 
Secretary to approve operating agreements without regard to acreage 
limitations, if it be in the best interest of the United States to do so. 

Senator AnpErson. May I swear you. 

Do you solemnly swear that the testimony you shall give before 
this subcommittee of the Senate Committee on Interior and Insular 
Affairs will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Snrep. I do. 


TESTIMONY OF GEORGE SNEED, ASSISTANT GENERAL ATTORNEY, 
PHILLIPS PETROLEUM CO. 


Senator ANperson. What is your name, sir? 

Mr. Snerp. George Sneed. 

Senator ANpDEerson. Where do you live, Mr. Sneed ? 

Mr. Snrep. Bartlesville, Okla. 

Senator Anperson. What is your position with Phillips Petroleum 


Co. ¢ 

Mr, Sneep, I am an assistant general attorney for Phillips Petro- 
leum Co. 

Senator Anperson. We have been trying to make in Washington a 
study of the legislative history of this unitization proposal and these 
supposed operating agreements. A great deal has been said about 
the difficulty of getting a unitization agreement after oil has been dis- 
covered and, therefore, we have suggested that unitization agreements 
and operating agreements can best be obtained before the drills start 
down. 

[think that istrue. I think that is fine, but on what theory do you 
charge them off as oilfields just because you have an operating agree- 
ment? Is not the entire provision related to all acreage, or just where 
they have oilfield agreements like that? 

Mr. Snexep. In my opinion the law is subject to interpretation, that 
it is not necessary to obtain production prior to unitization. 

Senator Anperson. You interpret that part of the law, which gives 
you that feeling ? 

Mr. Sneep. The same provision which you have read before in the 
hearings, which permits the unitization of pools and like areas. If it 
were required to establish the limits of a pool prior to unitization the 
difficulties in establishing unitization would prevent the unitization 
in by far the largest number of cases. 

Senator Anperson. Could there not be unitization— 

Mr. Snrgp. There could be, yes, sir. 
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Senator Anprerson. May I finish the sentence. 

Mr. Sneep. I am sorry, Senator. 

Senator Anperson. Could there not be unitization that says that 
this operating agreement shall be effected and that once production has 
been obtained so this is a known oil or gas field, pool or like area, then 
the acreage shall not be charged against the company ¢ 

Mr. Snrerp. Yes; that could be done. 

Senator ANpEeRsoN. Was that not the intent of Congress ? 

Mr. Snerp. I do not think so; no, sir. Iam sure that those Senators 
and Congressmen most familiar with the problem would have recog- 
nized that inherent difficulty in obtaining unitization. 

Senator ANDERSON. Wait a minute. I have not said that unitization 
should not be obtained. It is possible to obtain an advance agreement 
that once productions were reached there shall be unitization and that 
there shall be an operating unit. 

How do you deduct the acreage on the fact that it is a known oil or 
gas pool when there is not a single barrel of production coming from 
there or a single cubic foot of gas being produced ¢ 

Mr. Sweep. Senator, I do not believe the statute uses the word 
“known” that you just did in your statement. 

Senator ANpersoNn. It says an oil or gas pool. What is the difference 
between a known oil or gas pool, or unknown oil or gas pool, or just 
a plain oil or gas pool ? 

Mr. Sneep. In my opinion, the statement that the unitization of 
pools or fields or like areas was intended to apply to what, in the 
practice of the oil industry, they are willing to spend their money 
testing, on the basis of geological structure that is apt to delimit that 
type of a condition. 

Senator Anperson. I think I would like to read you what the Senate 
Public Land Committee says on this, and I am quoting from Senator 
Nye, who was then chairman of it when they started putting in uniti- 
zation in the 71st Congress : 

This legislation was requested by the Secretary of the Interior and is essential 
for meeting an emergency. The Government is a large owner in the Kettleman 
Hills oil and gas field in California, where the present waste of natural gas 
reaches the daily total of 400 million feet, even under a temporary agreement 
which limits the number of active wells. A cooperative plan for meeting this 
waste problem more effectively is now being formulated by a representative com- 
mittee of operators, but the lessees of the Government land cannot enter such a 
plan without amendment of the general leasing law. Without participation by 
these Government lessees, occupying 30 percent of the area of this very rich field, 
no cooperative plan can be operative. 

The proposed amendments would permit such participation, but in nowise 
compel it. No change would be made in any Government leases, past or future, 
from the terms of the general leasing law, except as lessees in a single pool may 
wish to come under a cooperative plan, duly approved by the Secretary of the 
Interior as in the public interest. * * * 

That is page 11767 of the Congressional Record, 71st Congress. 

Is it your contention that a lease on nearly a million acres in Alaska, 
where a drill has not even started down, or may now be starting, 
is comparable to this Kettleman Hills, where 400 million feet of gas 
are being wasted a day ? | 

Mr. Sneep. No, sir, it isnot. Again, I would like to make sure that 
it is understood that our Alaska situation is not a unitization. Our 
holdings there are under an entirely separate provision of the law 
which permits the Secretary to approve operating agreements with- 
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gard to acreage limitation, when he deems it in the best interest 
of the United States to do so. 

Those operating agreements were approved, subject to our under- 
taking a development program. Alaska is a remote Territory as 

as oil and gas development is concerned. The operating diffi- 
culties there are Feteidentle and the Secretary deemed that in the 
interests of the United States that in order to encourage a project 
there and to secure large-scale expenditures, to approve the deve slop- 
ment contracts without ‘regard to acreage limitation. 

Senator Anperson. Do not mistake me. I went to Alaska to in- 
vestigate the statehood possibilities and was one of those who came 
back and said we ought to do something about the oil potenti: il up 
there. I felt the Secretary ought to go ahead and enter into these 
arrangements. 

[ am trying to find the general philosophy that says that when the 
law states you can have the right to deduct these from your charge- 
able acres when you have an oil or gas pool, field or like area, when 
you think you can get together and say the aerial photography looks 
pretty good over 100 square miles of cattle range and you, therefore, 
decide this is an oil pool before you ever send a drill into it. 

Mr. Sneep. That is the reason I was particularly anxious to divorce 
these larger holdings in Alaska and the normal unitization, because 
the normal unitization in the unit area will very seldom exceed one 
township in size. Normally, they are much smaller. It is something 
in the range of 7,000 to 15,000 acres. 

Senator Anperson, I am not trying to delay this, but we are going 
to keep studying this problem. We have not found in the legislative 
history too much to affirm one viewpoint or the other. It is rather 
interesting that in connection with the unitization agreement the 
only objection that was voiced to this was voiced by the then senior 
Senator from New Mexico, Sam G. Bratton. When we got on to 
this other situation we found that Senator Walsh was chairman of the 
Public Lands Committee and joined with Senator Mundt in the 1946 
division, and he had an opinion as to just what the law meant. I do 
not believe they quite coincide with yours. 

Mr. Sweep. I think that is correct, sir. 

Mr. Hannerr. I have two more questions to ask. One is this: 
Major oil companies have blocks of acreage in a proposed unit area. 
Are they able to force unitization without the consent of individual 
lessee holders in that particular area in the block of acre: age ? 

Mr, Sneep. Theoretically, if it were all public land they would have 
that right through the department, if the department chose. 

Mr. Hannerr. In many instances it occurred ? 

Mr. Syeep. In my experience, I would say that it does not occur; no. 

Mr. Hannerr. You know of no instances ? 

Mr. Sneep. I know of no instances in which any individual holder 
has been forced into a Federal unit. There are sometimes induce- 
ments offered to them to bring them in, of course. 

Mr. Hannerr. Has Phillips Petroleum Co. between periods ever 
been over acreage to your knowledge; option acreage? 

Mr. Sweep. It has not. 

Mr. Hannert. Is it a practice of a company, such as your com- 
pany, when they get up an option acreage to farm out the option 
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acreage for drilling, and so forth, and retain interest in the acreage 
farmed out? 

Mr. Sneep. I think a correct answer to that will be “No,” although 
it must be recognized that for other reasons they have entered into 
farming out, but they are normally related to the variances in opinion 
or worth of the prospect, rather than the acreage problem. 

Mr. Hannerr. You could not say definitely that it has never been 
done ? 

Mr. Sneep. That is right. For that reason I could not say that it 
has never been done, but I just do not believe that is the practice. 

Mr. Hannetr. That is all. 

Mr. Meister, of Amerada. 


TESTIMONY OF L. F. MEISTER, LAND DEPARTMENT, AMERADA 
PETROLEUM CORP. 


Mr. iH \NNeETr. You are L. F. Meister ? 

Mr. Meister. That is right. 

Mr. Hannerr. You are in the land department of Amerada Petro- 
leum Corp., and have been for 29 years. You were assistant manager 
until 1946, and have been manager of that department since May 1952; 
is that right? 

Mr. Meister. Yes. 

Mr. Hawnnert. I hand you a statement, which has heretofore been 
submitted to the committee staff, dated September 24, 1956, and ask 
you whether or not that is the statement which you are submitting to 
the committee ? 

Mr. Meister. It is. 

Mr. Hannerr. You are in a position of verifying the statements 
therein made? 

Mr. Meister. I am. 

Mr. Hannetr. To the best of your knowledge and belief? 

Mr. Merster. I am. 

Mr. Hannetr. And they are so verified; is that correct, sir? 

Mr. Mester. Right. 

Mr. Hannerr. You have not submitted a statement as to your land 
holdings. 

Mr. Meister. We did not understand this section. I would just 
like to give you this, which was prepared for my own purposes. You 
will notice it also contains acquired. 

Mr. Hannerr. Would you furnish that under affidavit, leaving out 
at the moment the acquired lands? 

Mr. Meister. That is correct. 

(The material referred to follows:) 


AFFIDAVIT 
STATE OF NEw MEXxIco, 
County of Bernalillo, ss: 


L. F. Meister, being duly sworn upon his oath deposes and says: 

1. I am the manager of the land department of Amerada Petroleum Corp., 
with offices in Tulsa, Okla. 

2. The following table reflects all public domain and acquired lands acreage 
held under leases or options by Amerada Petroleum Corp. as of September 21, 
1956: 
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| Leases in 
Options | approved 
units 


Leases 


67, 847. 38 | 108, 080. 01 


iblie : I . 33, 819. 79 | 
; 951. 2: nares 951. 25 


.equired 
Kansas 
Public eae od6e — 2 
Acquired m ace 1, 069. 81 
ippi | 
iblic ~~ j ‘ _—— | ‘ ‘ 
Acquired... : 2, 897. 27 | | 2, 897. 27 
ina 
iblic . | t 60, 217. 98 | a 31, 353. 65 
juired._. .46| 24,452. 28 | 28, 533. 74 
‘ K 
Public | 
Acquired | : | 8, 978. 56 | ‘ | 8, 978. 56 
New Mexico 
iblic ‘ a 15, 427. 68 | 1, 110. 40 23, 509. 44 
Acquired __- | ree 
North Dakota: | | 
Public 4, 606. 2° 10, 846. 5, 452. 73 
\ lired 7 7 12, 109. 26 5, 653. Peal } , 202. 82 


Publie | 80. | } | 80. 00 
juired 30. | 30. 00 
j Dakota: | 
Public | 8, 765. 66 26, 465. 44 | | 35, 231. 07 
Acquired | | nis sis are 
@onmind 
Public 
\cquired 
lifornia 


13, 872. 5¢ 148, 687. 76 | 31, 010. 60 570. 95 


1, 160. nates 207. 2( ; , 
444 a lstceibiine 444. 94 


Public. .- sued ; ‘ 320. 27, 600.00 | ‘ : 27, 920. 00 
Acquired... | s ' 


Total, pebbles sb. Edt | 99,187.59 | 342,775.43 | 44,602.03 | 486, 565.05 
Total, acquired pee chbct embed 20, 472. 74 | 40, 195 i 60, 668. 39 


| 
Ee ee ir | 119, 660.33 | 382,971.08 | 134,602.03 | 547,233.44 
| 


1 Allin productive units except 6,907.73 acres in Wyoming. 
Subscribed and sworn to before me this 25th day of September, 1956. 
[SEAL] OLGA NEUGEBAUER, Notary Public. 


My commission expires May 10, 1958. 


Mr. Hannetr. Of course, if you have it readily available you might 
throw it in. I think you better leave it out at the moment. 

Che Senator has indicated he does not want that at the present 
moment. 

Mr. Chairman, at this point I would like to have the statement of 
Amerada Petroleum Co. made a part of the record. 

Senator Anperson. That statement will be copied in the record at 
this point. 

(The statement referred to follows:) 

My name is L. F. Meister. I have been employed in the land department of 
Amerada Petroleum Corp. for over 29 years. I was made assistant manager 
of the department in 1946 and have been manager of the department since 
May 1952. 

I am thoroughly familiar with Amerada’s practices with respect to the ac- 
quisition of oil and gas leases on Federal lands over a period of years, particu- 
larly since 1946. As manager of the land department, I have been in charge 
of the acquisition of oil and gas leases in all States in which the company owns 
leases except those in the west coast area and have supervised the acquisition 
of oil and gas leases on Federal lands and options upon such leases in all 
States in which Amerada has had such leases and options, with the exception 
of the States of California and Utah, which are under the supervision of 
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Amerada’s California office and in which Amerada has had only minor ang 
infrequent transactions relating to Federal leases, 

In some instances Amerada purchases oil and gas leases on Federal lands 
and options upon such leases from the lessees or lease applicants or from some 
other company or operator who owns such leases or options. In most cases, 
however, an agreement is made by Amerada with a reputable independent 
lease broker to purchase from such broker leases upon privately owned lands 
and options upon Federal leases within an area of interest at not more than the 
maximum per-acre price Amerada is willing to pay. 

ixcept as to acreage, area and price, no directions are given to the broker and 
no control is exercised over him by Amerada. The broker attempts to purchase 
leases on the privately owned lands and options on leases on Federal lands 
within the designated area. When the Federal lands are already subject to 
oil and gas leases or applications for leases, the broker purchases options on 
such leases from the lessees or applicants for the leases or from any holders of 
options upon the leases, 

When Iederal lands are not subject to leases or applications for leases, the 
only way, of course, that the broker can procure an option upon a lease is to 
interest a qualified applicant in filing for a lease upon the lands and to purchase 
from him an option upon the lease. 

In such a case, the broker is usually required to pay for the option a sum at 
least equal to the applicant’s lease filing fee and advance rental. The option 
agreement provides that the optiouee will pay the delay rentals under the 
lease so long as the optionee holds the option and usually provides that in the 
event the option is exercised, the optioner is to be entitled to an overriding 
royalty upon production under the lease or to an additional cash consideration. 
In some cases, when qualified to do so, the broker himself may file an applica- 
tion for a lease upon open Federal lands and sell Amerada an option upon the 
lease. 

For such leases and options the broker generally is paid by Amerada a sum 
equal to the costs to him of such leases and options plus a certain sum per acre 
or block. Amerada sometimes advances funds to the broker for which Amerada 
received credit upon the purchase price of the leases and options; in other cases 
no such advances are made and the broker is paid nothing until he assigns or 
delivers the leases or options to Amerada. 

The entire interest acquired by Amerada in Federal leases upon which it 
obtains options is the option to purchase the lease. It has no other interest of 
any kind. The lessee or lease applicant may make any disposition of the lease 
he desires, subject to the option. When the option terminates, Amerada has no 
further interest of any kind in the lease. 

Amerada does not make, hold, or maintain applications for Federal leases, or 
hold or maintain Federal leases through or in the name of its employees, retired 
employees, attorneys, or their relatives, and does not acquire or hold options 
upon Federal leases from or through any of such persons. Amerada does not 
earry or hold options on Federal leases in the name of anyone else. I do not 
know of a single instance in which any of these things has been done. 

Amerada has followed a policy of proceeding as soon as possible to evaluate 
Federal acreage upon which it acquires lease options, that being the purpose 
for which such acquisitions are made. Preliminary exploratory work is gen- 
erally conducted by seismograph in connection with exhaustive geological studies 
of the area. Lease options on Federal lands which are found to be unfavorable 
for further exploratory work or drilling are releases, more often than not, before 
the full term of the option has run. 

There have been occasions when Amerada has been unable to complete its 
exploratory work within the limited option period. The options not being 
renewable, Amerada has purchased separate, new options for additional con- 
siderations in order to have the right to acquire leases upon the Federal lands 
involved upon completion of its exploratory work. 

When options are releases, Amerada so notifies the lessee or lease applicant 
by registered mail. When options are released or expire, the lessee or applicant 
is free to sell the lease or an option on the lease, and such sales frequently occur. 

Amerada’s land department has been instructed by Amerada’s management 
to comply strictly with the Federal limitations upon holdings of leases and 
options for leases upon Federal lands, and every effort is made to do so. 

The land department maintains current records of the Federal acreage in the 
various States in which Amerada holds leases or options for leases on Federal 
lands. Check is made of the Federal leasehold and option acreage held by 
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Amerada before any sizable acquisition of Federal leases or options is made, 
and whenever the permissible acreage limit would be exceeded by a new acquisi- 
tion of leases or options other acreage is released to make room for the new 


:; The Federal limitations upon holdings of leases and options for leases have 
been meticulously complied with by Amerada, except for one instance between 
reporting dates in the fall of 1951, in which there was an overage in options 
covering leases and applications for leases upon Federal lands in the State of 
Montana, due to an overlap occurring while Amerada was acquiring and releas- 
ing option acreage. 

Amerada has considered as chargeable to it, and has reported, options upon 
leases covering Federal lands even though the leases have not yet been issued. 

Mr. Hannerr. Now, you have been in the land department for a 
long period of time. In your opinion, Mr. Meister, has your company 
been able in a 2-year period of time to do geological and geophysical 
work on 100,000 acres in 1 State? 

Mr. Meister. We have been able to. 

Mr. Hannerr. Many times it has not been done, however ? 

Mr. Mersrer. Correct. 

Mr. Hannerr. And a successive option has been taken on that 

rreage ¢ 

Mr. Meister. Correct. 

Mr. Hannetrt. Have you used employees and other personne! in 
acquisition of acreage of the company ? 

Mr. Meister. Very rarely have we used any company men. 

Mr. Hannerr. But it has occurred on occasion ? 

Mr. Metsrer. So rarely it should hardly be mentioned. Amerada 
is very unusual. We rarely use company men in any purchases. All 
of our fee stuff and everything practically is purchased through 
brokers. 

Mr. Hannetrr. Do you ever purchase a lease and have it assigned to 
a company employee? 

Mr. Meister. We never do. 

Mr. Hannerr. I believe that is all. 

Mr. Trott. 


TESTIMONY OF ROBERT L. TROTT, ASSISTANT TO VICE PRESIDENT, 
TULSA AREA, SHELL OIL CO. 


Mr. Hannerr. Your name is Robert L. Trott, and you are vice 
president of the Tulsa area of the Shell Oil Co. ; is that correct ? 

Mr. Trorr. No, sir. I am assistant to the vice president. 

Mr. Hannerr. You are the assistant to the vice president ? 

Mr. Trorr. That is correct. 

Mr. Hannett. Would you put a date on that statement ? 

Mr. Trorr. I will date it Sunday the 23d, 

Mr. Hannerr. I hand you your statement, dated September 23, 
1956, heretofore submitted to the committee staff and ask you whether 
or not that is the statement you submitted to us? : 

Mr. Trorr. That is correct. 

Mr. Hannerr. Are you in a position and authorized by your com 
pany to submit this statement ? me 

Mr. Trorr. Yes, sir. 


7402—57——_-14 
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Mr. Hannetr. Do you verify that what is therein contained is the 
truth to the best of your knowledge and belief ? 

Mr. Trorr. I do. 

Mr. Hannert. Mr. Chairman, at this point I would like to have the 
statement of Shell Oil Co. made a part of the record. 

Senator Anperson. That statement will be copied in the record at 
this point. 

(The statement referred to follows :) 

SEPTEMBER 23, 1956, 

My name is Robert L. Trott. At present I hold the position of assistant to 
the vice president of the Tulsa area of Shell Oil Co. Prior to my present as. 
signment I was located in Shell’s head office in New York City as land assistant 
to the vice president, exploration and production. In that capacity I acted as 
adviser to our management with reference to land and lease matters and kept 
track of the company’s holdings of options covering Federal public domain and 
acquired lands. 

Organizationally, Shell’s exploration and production activities in the United 
States are divided into six areas, with area headquarters located at Los Angeles, 
Denver, Tulsa, New Orleans, Houston, and Midland. Each area office is headed 
by an area vice president who reports to our vice president, exploration and pro- 
duction in the head office, New York City. In the administration of Federal 
lands and leases, if a State is situated wholly within the jurisdiction of one 
area office, that area office is responsible for keeping our Federal holdings in that 
State within the maximum acreage limitations specified by law. In some cases, 
however, the area boundaries do not follow State boundaries, but cut through 
a State. In Colorado, for example, the boundary dividing the Los Angeles and 
Denver areas runs north and south through the approximate center of the State 
As another example, the boundaries of the Los Angeles, Denver, and Midland 
areas are such that each of these areas has jurisdiction over a portion of New 
Mexico. To this and similar caSes Shell’s head office assigns to each affected 
area a quota, which is a portion of the maximum acreage limitation for that 
State. In New Mexico, for exampie, the area quotas are these: 


Public domain Acquired lands 


Leases Options | Leases 
' 


Options 
| j 


Los Angeles _- ‘ Soieaa ts 20, 000 | 50, 000 20, 000 
Denver__.- ; a 3, 000 | 20, 000 3, 000 
a ae . ; 23, 080 | 130, 000 23, 080 


| 


50, 00 
20, OO 
130, 00 


| 


see } 
eet rence ng conanemeenet a 46,080 | 200, 000 | 46, 080 200, 000 
| | 





Each area is required to stay within its assigned quotas, although, if it 
appears that its quota for a State is not sufficient, it may request the head office 
to increase it. This can be done only if the other area or areas operating in 
that State is (are) willing for its (or theirs) quota(s) to be correspondingly 
reduced. 

We believe that this system of quota allocations between our area offices 
is necessary and proper in those States where more than one area office has 
jurisdiction of part of the State. Otherwise, the company, as a whole, could 
easily exceed the maximum acreage limitations imposed by law. 

In preparation for the semiannual report of options held as required by law, 
each area makes a list, by States, of the options under its jurisdiction, and sends 
such a list to the head office. There the lists are consolidated and one report, 
representing all options held by the company, is compiled and is then filed 
with the BLM. 

The semiannual reports of options held, filed with the Bureau of Land Man- 
agement, become public record and are available for inspection. The law does 
not require a report of leases held, but this information may be of interest 
to your committee. Accordingly, there is attached a recapitulation of charge- 
able acres currently held under lease by this company covering public domain 
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and acquired lands. On the same sheet is a recapitulation of the chargeable 
options held on June 30, 1956, as taken from our last report. 

I nder the law, acreage embraced in approved unit agreements is not charge- 
able. Your committee, nevertheless, may be interested in knowing how many 
‘ynitized” acres are owned or controlled by this company. This information 
cannot be compiled in time for presentation to you at this particular hearing. 
However, we shall gladly make such a compilation and furnish it to you within 
a reasonable time. 

(See attached recapitultaion. ) 


USE OF INVITEES 


On public-domain lands, our practice in soliciting others to apply for Federal 
leases With the understanding that we would take an option on these leases, 
is substantially comparable to the practice testified and stipulated to by Stano- 
lind. In the selection of invitees, we have used brokers who may have applied 
for leases in their own names or may have solicited their friends to apply for 
leases, retired employees of the company, or other individuals who are friends 
oer business associates of employees of the company. Our use of employees 
for this purpose is limited to the following instances: In Louisiana and in 
Mississippi, in a very few cases, leases have been applied for by employees 
on which the company has taken options and these options have been included 
within the semiannual option reports to the Bureau of Land Management. On 
each such instance, there was available within the company’s lease allowable 
sufficient acreage to cover such optioned acreage. On a few occasions, em- 
ployees, at our request, have applied for leases, and then assigned such leases 
tous. These were charged against our quota at the time the employee’s appli- 
cation was filed. 

Where we have used invitees, our arrangements have provided for our taking 
an option from them at a price which covers their expenses plus a profit to 
them on the transaction and a further consideration to be paid to them should 
we exercise the option as to any of the optioned acreage. The profit to the 
invitee will vary depending upon the individual deal or the area involved, often 
including an overriding royalty. 

We believe that these arrangements are within both the spirit and the letter 
of the law. To encourage the development of the public domain, the Mineral 
Leasing Act provides that in any one State a company may control as lessee for 
oil and gas development purposes 46,080 acres and as optionee an additional 
200,000 acres. The above-described invitee arrangement is the only available 
method of obtaining exploration privileges as an optionee on acreage in which 
we may be interested but which is then unleased. The necessary legal effect of 
the option agreement we enter into with the invitee is to limit the company to 
the rights of an optionee and to disclaim the development rights of a lessee. 
Only by exercising the option can we acquire the rights of a lessee, and then 
the acquired acreage is subject to the statutory allowable on leased acreage. 


NONRENEWABLE OPTION 


We agree with Stanolind’s position that the term “nonrenewable option,” as 
used in the Mineral Leasing Act, means an option under which no renewal 
rights are given. This conclusion conforms with the interpretation given to 
this term by the Interior Department, which has been given the responsibility 
to administer this act. We think this conclusion is not only legally correct, but 
ilso conforms with the basic objectives of the mineral leasing law, that is to 
encourage the development of, but at the same time avoid a monopoly control 
over, the public domain. At the end of any such option period, if the option hds 
not been exercised, the holder of the lease is free to decide in his own interests 
whether he will or will not negotiate with the former optionee for a new option. 
If he desires to trade again with the former optionee, he is free to negotiate a 
new option on such new terms, conditions and considerations as he deems 
desirable; or if he is dissatisfied with his former optionee, he can take over the 
development of the lease himself or seek out a new optionee whom he may feel 
will be more active in the area than his prior optionee. 

In keeping with the above views, we have negotiated with lease owners to 
obtain a new option on the same lease, an effort being made to obtain such new 
option on the best terms which we can obtain. 
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UNITIZED ACREAGE 


In the course of the hearings involving Stanolind, the question was raise 
as to whether acreage which has been unitized before production should continye 
to be excluded in computing chargeable acreage. 

It is our opinion that such exclusion is justified and proper and is in furthe 
ance of the development of the public domain and the conservation of natura) 
resources. 

The exclusion of such acreage encourages the drilling of wildcat wells. (Cop. 
siderable acreage has to be assembled to justify the drilling of expensive wild. 
cats. Operators would be reluctant to tie up their lease quotas on the possibility 
that a wildcat might produce. By the exclusion of such acreage, operators cay 
earry on wildcat drilling operations on exempt acreage without putting them. 
selves out of business by having their acreage quota tied up in 1 or 2 operations, 
As a result, wells are drilled which would not otherwise be drilled, and develop. 
ment of the public domain would be retarded without such drilling. 

In the event production is obtained, the already formed unit assures proper 
and orderly development in the interests of conservation under the supervision 
of the Department of the Interior, which is imposed under the unit agreement, 

Another thing which should be considered is this: Nonunitized acreage, whic) 
is chargeable, can be held merely by the payment of rental. There is no specified 
drilling obligation. Thus acreage can be held without the extremely high drilling 
costs required for development. ‘The law places a limitation on the acreage 
that can be so held. 

Unitized acreage is actually of a different nature. To get approval of a unit. 
it is required that specific drilling obligations be assumed. The lease owners 
thus take on an obligation they did not theretofore have. In return for th 
assumption of this obligation, the lessees in the unit area are granted exemptior 
of their unit acreage from the limitations on acreage. 

If operations are not carried on as required by the United States Geologica! 
Survey, the unit is terminated, and the acreage again becomes chargeable. Also 
after a specified period of time, acreage proved to be nonproductive is removed 
from the unit, and goes back on the chargeable list. 


POSSIBLE CHANGES IN THE MINERAL LEASING LAW 


It is our opinion that in practice the mineral leasing law as it now stands has 
operated reasonably well, and has measurably encouraged exploration and de 
velopment of the oil and gas resources of the public lands in accordance with 
the express purpose of the law, as “An act to promote the mining of coal, phos 
phate, oil, oilshale, gas, and sodium on the public domain.” Congress recognized 
the necessity, under modern geological and geophysical techniques, for allow- 
ing substantial acreage to be held temporarily for land-evaluation purposes 
prior to leasing, and to this end the option system was introduced into the 
law in 1946. If the option system has sanctioned land-acquisition practices 
which Congress feels should now be reexamined, the fault, if any, would seem 
to lie in the acreage limitations imposed by the law itself and the fact that the 
option system under the present law can only operate on leases taken by some- 
one other than the optionee. All option acreage is also lease acreage, chargeable 
to someone—in this case to the optionor. 

In other words, the option system under the present law sets up’a nonoperating 
middleman between the Federal Government as the lessor and the eventua! 
operating lessee. Except for the fairly nominal lease rentals which the Go\ 
ernment now receives during the option period, no reason appears why the 
law should not permit the options to be taken directly from the Federal Gov- 
ernment. Such a system would eliminate most, if not all, of the situations 
which appear to be the subject of the committee’s present investigation. 

Bearing in mind that the end purpose of the mineral leasing law, and of thé 
option system as part of it, is to get desirable acreage under leases in order 
to develop the oil and gas, Congress might well look into the following pos- 
sibilities : 

1. Provide for the issuance of the options directly by the Federal Gov- 
ernment, as options to take future oil and gas leases from the Government. 
rather than as options to take an assignment of existing leases from 
nonoperating middleman lessee. 

2. Give the Secretary of the Interior authority to grant options in excess 
of 200,000 acres in any one State, when in his judgment this would further 
exploration and development of the land for oil and gas. 
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3. Provide that the acreage held under producing oil and gas leases, as 
determined by the Secretary of the Interior, shall not be chargeable to the 
lessee’s leaSe acreage quota. This would provide the strongest possible in- 
centive to accelerating operations all along the line, from geophysical and 
geological prospecting down to leasing and actual drilling. 

For all practical purposes, once a lease becomes productive and is properly 
ieveloped the purposes of the law have been accomplished, and the chargeability 
f the lease acreage against a fixed quota merely operates to that extent as a 
ieterrent to continuing and expanded exploratory operations to prove up Fed- 
eral lands beyond the operator’s quota. 

Experience has shown, and Congress in enlarging both the lease and option 
acreage quotas in 1954 has recognized, that the fear of monopoly resulting from 
the alleviation of acreage quotas is largely unfounded. Should monopoly in any 
iegree threaten to develop, it can be promptly stopped at any time by appro- 
priate legislation. 

It is a long, expensive road from the operator’s first interest in the oil and 
gas possibilities of the land to drilling and making it a producing property. Not 
only does the operator bear all the costs, but there are too many operators 
actively engaged in the business for any effective monopoly to develop. 

The following is a recapitulation of the chargeable leases currently held by 
Shell Oil Co. : 

[In acres] 


Public 
domain 


Public 
domain 


| Acquired Acquired 
1} 


\laska 


99, 719. 00 


Alabama 


‘alifornia _. 
lorado. - 


Illinois 


21, 
i; 10, 


uisiana 

lississippi 
Montana 18, 
Nebraska ‘ : Ie 


40.00 | 
294.87 | 
954. 42 4, 774. 03 
160. 895 S 
722, 35 
100. 01 


775, 82 


363. 50 
200. 00 
4, 146. 40 


Nevada 

New Mexico 
North Dakota 
Oklahoma 
South Dakota 
Texas__.. 
Utah. 
Wyoming... 


law specifies that maximum leaseholdings in Alaska are 100,000 acres 


26, 069. 7 
38, 149. 74 
4, 396 
80 


} 14, 403. 


Recapitulation of all options held by Shell Oil Co. on public domain and 
lired as of June 30, 1956: 


Public domain 


Number of | Acres 


options 


Acquired 


Number of 
options 


Acre 


190, 782. 67 
3, 175. 5 
93, 705. 7 
3, 708 


200 


200 


553. 
53, 592 

2, 386. 2: 

1, 19) 

42, 046. 5 
168, 212. 25 


143, 424 


Mr. Hannerr. I note in your recapitulation of options held by 
Shell Oil Co. that you have in excess of 190,000 acres in Nevada on 
options. In a 8-year period, is it possible for your company to do 
geological and geophysical work on that amount of acreage consider- 
ng the other holdings which Shell Oil Co. has in which it has to do 
seological and geophysical work ? 
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Mr. Trorr. Yes. I think anything is possible if you put your mind 
to it and have enough geophysicists and enough crews; and, if this 
acreage were all in one body of land, I think it could be done very 
nicely in 3 years. Of course, as a matter of fact, this acreage no doubt 
is composed of numerous tracts of land scattered throughout Nevada, 
so that it would not be practical, to my thinking, to attempt to explore 
all of it in 2 years’ time or even 3 years possibly. 

Mr. Hannerr. And is it not true that, when the limitation was 
100,000 acres, your statement would apply with equal effect to the 
limitations at that time as it does to the limitation now of 200,000 
acres ¢ 

Mr. Trot. Yes; I think it would, particularly since there was a 
2-year limitation then instead of 3. 

Mr. Hannetr. Shell has held successive options on property, has it 
not? 

Mr. Trott. Yes, sir; we have. 

Mr. Hannert. Negotiations are carried on with the optionor in 
many instances prior to the date of the expiration of the first option! 

Mr. Trort. Not as far as I know, sir. These options are for either 
a 2- or now a 3-year period, and at the end of that time the optioner is 
free to make i best deal he can for a new option either with Shell 
in this case, or with whomever. 

Mr. Hannetr. To your knowledge has Shell ever been overacreaged 
between reportive periods, overoption acreaged in any State? 

Mr. Trorr. Not to my Paedacint no, sir. 


Mr. Hannerr. Does Shell engage in farm-outs on option acreage 
and reserve a small overriding royalty? 
Mr. Trorr. Yes; I am sure we do. I don’t recall of any instances 


at this time, but we farm out our fee leases. I am sure we would farm 
out a Federal lease also if the occasion arose. 

Mr. Hannert. Do you use employees at any time, or have you! 

Mr. Trorr. There were a couple of instances in Mississippi and 
Louisiana, I believe back before 1952, where we used employees to 
apply for a lease, but at that time the company had plenty of room 
in its lease pool there and we considered that those were leasehold 
holdings rather than option holdings although they were reported as 
options. 

Mr. Hannetr. You have not included your unitization holdings? 

Mr. Trorr. No. As explained in the statement, that information 
will take a little while to obtain, and it will be submitted. 

Mr. Hannetr. Under affidavit ? 

Mr. Trorr. Under affidavit; yes, sir. 

Mr. Hannerr. You have stated here that the law specifies that 
the maximum leaseholding in Alaska is 100,000 acres; is that correct! 

Mr. Trorr. That is my understanding. That is correct. 

Senator Anperson. Well, there is a provision that allows the Secre- 
tary to go above that if he wishes to do so. 

Mr. Hannerr. That is discretionary with the Secretary upon the 
proper showing. 

Mr. Trorr. I think the statute itself says 46,080 in a State or 100,000 
in Alaska. I think they make a distinction. 

Senator Anprrson. I was speaking of the situation above that. The 
Secretary can go above that. 

Mr. Trorr. He was talking of 100,000 acres. 
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Mr. Hannett. That is all I have at the moment. 

Senator AnpreRson. I am going to ask you this question, and I will 
be glad if any member of your legal staff cares to help you with your 
answer. 

Has your legal staff found anywhere, in all of the statutes of the 
United States, anything that attempts to define or tries to attempt to 
define the words “renewable” or “nonrenewable” ? 

Mr. Trorr. Senator, you are getting a little out of my line now. 

Senator Anperson. I recognized that, and I said that your legal 
staff could answer it. 

Mr. Trorr. I am not an attorney and I think, if you would like to 

ask that question, we have an attorney here. 

Senator Anperson. You ask him if he finds anything anywhere 
about these 2- and 3-year options. We extended the options from 
2 to 3 years on the plea that 2 years was not long enough in these very 
large areas to reach a final determination as to the geological and geo- 
physical results of the work you do. Now we find the contention that 
the 3-year option is also renewable; that there is nothing that prevents 
you from going in and renewing. 'Y ou call it a successive option. It 
is not renewable in the sense that you have the absolute legal right, 
but, as long as you have people who file at your request and it can be 
renewed, I wondered if anywhere you have been able to find anything 
that gave justification for your side of the argument. I have had a 
great deal of difficulty in finding justification for either side of the 
argument. 

Mr. Trorr. We have a paragr: iph in the statement regarding that, 
Senator, and we think that the options are not really over. We do 
think, however, that after the option has expired that the optionee 
can trade with a man, if he can, in reconsideration and a new deal. 

Senator Anperson. Here is a man who works for you. He is hold- 
ing the option. He naturally has retirement rights and a thousand 
other things which he is trying to protect. You come to him and 
say, “Give me a new option.” Is he bargaining at arm’s length? 

Mr. Trorr. As I say, we have had only two cases where we have 
had employees apply for leases, and certainly we have not considered 
in any renewal option—if you want to call it that; we don’t call it 
that, we say we take a new option—that we have a a hold over that man. 
He is free to collect whatever the traflic will bear. If we don’t pay it, 
he can seek it elsewhere. 

Senator ANperson. That would be somewhat different than the 
cases where the people who have these oe are employees or rela- 
tives of employees, and in one case the secretary to the chief executive 
officer of the company. 

Mr. Trorr. Yes, I can see that there may be a difference. 

Senator ANpERSON. I am not trying to say that one thing is wrong, 
and the other thing is right. I have : found that there does not seem 
to be very much legislative background given at the time that we 
passed these things. No one can find out how that phrase requiring 
it to be done for geophysical and geological purposes disappeared from 
the law in 1954. It was not in any report or recommendation. No- 
body knew what happened to it. There is a complete void. We 
never reported it that way. It is just in the law when we finished it, 
and we are trying to find out how these miracles take place. I do not 
say that they are essentially bad. That is all. 
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Mr. Hannert. Is it possible by unitization agreement to keep the 
lease in existence bevewst the normal 5- or 10-year period ¢ 

Mr. Trorr. I think unitization alone would not dothat. You would 
have to either get the lease extended or, if it is a 10-year period, of 
course you would have to get production on the unit. 

Mr. Hannett. I think that is all I have, Senator. 

Senator Anperson. I did not want my statement about this geo. 
physical work to appear that some remarkable thing had taken place, 
| wanted to point out that the Barrett bill as introduced provided that 
the 2-year option be extended to a 3-year option for geophysical and 
geological work. When the substitute came back from the Depart- 
ment of the Interior Orme Lewis never made much reference to it 
but left out those words, and the committee accepted the revised lan- 
guage sent by the Department of the Interior. 

I am trying to find out and am going to continue to try to find out 
if anyone knows the background of this word “nonrenewable.” It 
appears in the 1946 act. The judge who was sitting on a case a while 
ago who was the chairman of the committee thinks he knows what it 
means. Everybody else claims he is wrong. I would like to find the 
basis for their knowledge that he is wrong. I do not find it in any 
report or anywhere else. 

If a successive option is not a renewal of it, then, of course, the 
Congress should have used some different language. That does not 
apparently apply in your instance because you seem to be satisfied and 
are trying to get this work done in a reasonable time. 

Mr. Hannerr. That is all. 

Mr. Trorr, Is Shell excused ? 

Mr. Hannerrt. It is not a question of being excused after having 
introduced this statement. You may desire to review these statements 
and possibly call the witnesses back in connection with them and ask 
further questions. 

Senator AnpErson. Do you recommend that all the witnesses for the 
various companies remain on hand here until this hearing is ad- 
journed ¢ 

Mr. Hannett. No, I do not believe that is necessary. 

Senator Anperson. That is not necessary. 

Mr. Hannert. Mr. Grear of the Gulf Oil Corp. 

You are Earl S. Grear, G-r-e-a-r ? 


TESTIMONY OF EARL S. GREAR, ZONE EXPLORATION MANAGER, 
ZONE 8, GULF OIL CORP., ROSWELL, N. MEX. 


Mr. Grear. That is correct. 

Mr. Hannetr. You are a zone exploration manager for the Gulf 
Oil Corp., is that correct ¢ 

Mr .Grear. That is correct. 

Mr. Hannerr. How long have you been so? 

Mr. Grear. About 2 years. 

Mr. Hannetrt. I hand you a statement, dated September 25, 1956, 
Mr. Grear, and ask you whether or not that is a statement heretofore 
submitted to the committee staff by you ? 

Mr. Grear. That is right. 

Mr. Hannerr. You are authorized to submit this statement on be- 
half of the Gulf Oil Corp., is that correct ? 

Mr. Grear. That is right. 
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Mr. Hannetr. Do you verify that the statements contained therein 
are the truth to the best of your knowledge and belief ? 

Mr. Grear. Yes, sir. 

Mr. Hannetr. Mr. Chairman, at this point I would like to have the 
statement of the Gulf Oil Corp., made a part of the record. 

Senator ANDERSON. That statement will be copied in the record at 
this point. 

(The statement referred to follows:) 


SEPTEMBER 25, 1956. 


My name is Earl S. Grear. I am zone exploration manager for Gulf Oil Corp., 
in what we know as zone 8 of the Fort Worth production division. Zone 8 em 
praces the eastern half of New Mexico and 12 Texas counties generally adja- 
cent to the east line of the State of New Mexico. Headquarters for our division 
is in Fort Worth, and there is also a zone with headquarters in Midland, an- 
other in Amarillo and another in Wichita Falls. 

I have been employed by Gulf Oil Corp., or its predecessors since 1920. I went 
to work for the Gypsy Oil Co. at Tulsa, Okla. as a stenographer in the production 
department for a 3-year period, and later transferred to the Osage as production 
chief clerk for 1% years, returning to Tulsa where I transferred to the leasing 
and land departments and remained in this department until I was transferred 
to our Roswell, N. Mex., land department, as assistant zone agent in April 1945, 
where I have since been employed, finally becoming zone agent in September 
1949 and zone exploration manager on August 1, 1954. 

With regard to the east half of New Mexico and these 12 Texas counties, as 
zone exploration manager, I am responsible for the acquisition of lands, includ- 
ing fee, State and Federal, for our company toward the end of possible devel- 
opment for oil and gas, and I have this to say: 

In the eastern half of New Mexico, Gulf Oil Corp. on September 9, 1956, held 
$3,394.36 acres of Federal lands under lease and 84,136.9. acres under option. 
(The western half of New Mexico since the 1st of September of this year has been 
under our newly created Denver production division and prior to that time 
it was under our Tulsa division. I understand that our activity in western 
New Mexico is very limited. I am reliably informed that as of August 1, 1956, 
our company had only 1,200.12 acres of Federal lands under lease and 14,495.09 
acres of land under option in the western half of New Mexico.) 

We did not start acquiring Federal lands in zone 8 until 1950. 

As to the manner in which we operate, I would like to say that we have 
never had a single acre of land held in the name of employees or of former 
employees. The same thing is true with regard to relatives, except that I re- 
member that at one time a number of years ago I asked a brother-in-law of mine 
in Oklahoma City to purchase an assignment covering 160 acres out of a Fed 
eral lease, and thereafter the Gulf purchased a 2-year Federal option from 
him. 

We never have advanced money to cover the consideration for an assignment, 
or filing fees or rentals on Federal lands. 

We have never worked with “open” lands; that is, we never have caused an) 
individual to procure a noncompetitive lease from the Government on Federal 
lands with the purpose of then taking an option from him. 

Our policy has been as follows: 

When our exploration department has become interested in Federal lands 
under lease to some party, in instances we have taken a 2-year option or a ° 
year option as provided by the law then in force. These options provided for 
assignment to the Gulf or to the order of Gulf on our exercise of the option. If 
we did not want the lands assigned to the Gulf then we would request the op- 
tionor to assign the lease to some person we named whom the Gulf knew and 
with whom we had amicable relations. Thereafter, the Gulf would purchase an 
option from him. 

If the Gulf did not have an option on the land, then we would take the 
matter up with some person with whom the Gulf had friendly business relations, 
usually a broker, advising him that we were interested in the land and inform 
ing him we would be willing to pay for an option thereon. This person would 
secure the assignment of the lease to himself and thereafter the Gulf would pur 
chase a 2- or 8-year option from him, as provided by the law then in force. 
This person would make a profit over what the assignment of the lease had cost 
him and this profit would probably amount to $1 an acre. 
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In no instance that I can remember has there ever been an agreement whe 
we took an option that we could renew it if, before the expiration of the option, 
we did not want to take an assignment to the Gulf, but were still interesteg 
enough in the land to want to get another option on it after the expiration of the 
first option. 

Because of our relations with the optionors we have always been confident 
about our ability to get another option from them. As I have said, we have 
normally paid $1 an acre under these circumstances, and it is not uncommon for 
us to hold a good many tracts under option from the same person. We go op 
and record these instruments in the counties where the land is situated. 

In the way I have just outlined we have, of course, not been absolutely sure 
that we could purchase another option if we wanted it, but we have tried always 
to deal with people whom we thought would be fair and not try to be unreasonable. 
if and when we want to go back to them to try to purchase another option. 

The Gulf never has assigned an option to another person to be exercised by 
him for the purpose of acquiring a lease and then giving my company a new 
option. 

If we want to give up an option, then we so advise the owner of the lease. 
The Gulf has never let its chargeable lease or acreage build up between periods 
of reporting to the Government to a point in excess of the limits provided by 
statute. 

My company has always been most conservative in offering Federal lands for 
participation in units and at this time we have in this zone only 160 acres in 
Federal leases committed to a unit. This unit is the Welch unit in Eddy 
County, N. Mex. In the past we did have 1,160.96 acres of Federal land com- 
mitted to the Guadalupe Foothills unit in Eddy County, N. Mex., but that unit 
has since terminated and that acreage is being carried by us as chargeable 
acreage. 

Mr. Hannert. You have not submitted a statement of your public 
domain acreage, lease, and option ? 

Mr. Grear. No, sir. 

Mr. Hannetr. Would you do so under affidavit ? 

Mr. Grear. Yes, sir. We will. 

Senator Anperson. Do you have any subsidiary companies that own 
any acreage ? 

(The material referred to appears in the appendix.) 

Mr. Grear. With that I am not familiar, sir. 

Senator Anprerson. Who would be familiar with that? 

Mr. Grear. Well, probably our people in Fort Worth, the higher 
echelon. 

Senator Anprrson. If we ask Gulf Oil Corp. for a statement, we 
naturally would want all their holdings, direct or indirect. 

Mr. Campsety. I am Jack M. Campbell, of Campbell & Russell, 
Roswell, N. Mex. 

Senator Anperson. Would you be sworn? 

Mr. Camppety. Yes. 

Senator Anperson. Do you solemnly swear that the testimony you 
shall give before this subcommittee of the Senate Committee on In- 
terior and Insular Affairs shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Camesety. I do. 


TESTIMONY OF JACK M. CAMPBELL, CAMPBELL & RUSSELL, 
ROSWELL, N. MEX. 


Mr. Campsety. Mr. Chairman, I discussed this matter with the com- 
mittee counsel this morning and advised him that that information 
will be and can be obtained from the Pittsburgh office of Gulf Oil 
Corp., as a statement under oath as to which stock ownership in other 
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corporations will be furnished to this committee. There is no wit- 
ness available at this moment who can testify as to that aspect of the 
matter, but it will be furnished to the committee under oath. 

Senator ANperson. Thank you. 

(The material referred to appears in the appendix.) ' 

Mr. Hannerr. You know of only one instance, where a brother-in- 
law of yours was used to obtain the option ¢ 

Mr. Grear. That is correct. 

Mr. Hannerr. You are very well acquainted with your district 
oflices / 

Mr. Grear. That is correct. 

Mr. Hannerr. Do you have applications signed in blank in your 
offices 4 

Vr. Grear. We do not and never have had. 

Mr. Hannetr. You have had successive options, or new options? 

Mr. Grear. Yes, sir. 

Mr. Hannerr. Negotiations have been entered into with the op- 
tionor prior to the date that the first option expires; is. that correct? 

Mr. Grear. That is correct. 

Mr. Hannerr. You want to be sure that you have an option for the 
second period if you have not investigated ¢ 

Mr. Grear. Either that or, if we can’t get the option, take an assign- 
ment of the acreage prior to the expiration. 

Mr. Hannetr. That is a general policy of companies to know where 
their acreage is going? 

Mr. Grear. I couldn’t answer that. 

Mr. Hannerr. You know only insofar as your own company is 
concerned ? 

Mr. Grear. That is right. 

Senator Anperson. That is very interesting and is, I think, a very 
good statement. You say that, if you are not able to obtain a new 
option, you then take an assignment to the lease. 

Mr. Grear. That is correct. 

Senator Anperson. That would appear to be a very good, business- 
like practice. Iam glad to hear you say it. Thank you. 

Mr. Hannerr. Now, do you in securing Federal lease acreage or 
options for Federal lease acreage authorize brokers to secure them for 
vou? 

Mr. Grear. You are talking about filing directly with the Bureau? 

Mr. Hannerr. Yes. 

Mr. Grear. We have never taken one in that manner. 

Mr. Hannerr. The broker does not file directly ? 

Mr. Grear. No, sir. We have never taken one like that. 

Mr. Hannerr. Does any of his personnel, to your knowledge, file? 

Mr. Grear. No, sir; not for our company. 

Mr. Hannetr. Do you authorize him at a specific filing to go and 
purchase acreage ? 

Mr. Grear. We have on occasion; yes, sir. 

Mr. Hannerr. Do you give him a top limit that you will pay for 
the acreage? 

Mr. Grear. That is correct, but that is on existing leases. That is 
not on open lands that I speak of. 

Mr. Hannett. Do you deal in open lands at all? 

Mr. Grear. We never have; no, sir. 
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Mr. Hannerr. In other words then, as I understand your oper. 
tions, you wait until leases are either applied for or issued in othe 
parties’ names, the names of third persons. Then you ask a broker t; 
either acquire the lease for you and take it as lease acreage, or acquir 
an option for you? 

Mr. Grear. That is correct. It so happens that, in all the acreag: 
that we have attempted to buy of the Federal leases, when we at. 
tempted to buy them they were already issued. That was merely 
incidental. 

Mr. Hannetr. Did you start a little late in Federal lease acreage! 

Mr. Grear. It was 1950 before we went into it. The areas of inter. 
est were all filed on when we went into it. 

Mr. Hannetr. Well, are there any new areas now opening which 
are of interest and into which you are going? 

Mr. Grear. No, sir; not to my knowledge. 

Mr. Hannetr. Do you pay the broker a commission over and above 
the specific price per acre which you pay for the acreage to the lessor, 
the optioner, as the case may be? 

Mr. Grear. Yes, sir; a dollar an acre. 

Mr. Hannerr. You pay him a dollar an acre? 

Mr. Grear. Yes, sir. 

Mr. Hannerr. His profit is a dollar an acre on that which he 
acquires for you? 

Mr. Grear. Yes, sir. It is usually that. 

Mr. Hannetr. To your knowledge, has your company ever been 
over in acreage ? 

Mr. Grear. No, sir. We have not. 

Mr. Hannerr. Basing your answer on your experience since 1950, 
are you able to follow the practices which you have stated and acquire 
acreage at a profit for your company ? 

Mr. Grear. I don’t believe I get that question, Mr. Hannett. 

Mr. Hannetr. I mean that you have testified as to various practices 
which you follow. You say that you get a broker and you pay hima 
commission of so much per acre. You say that you do not, as a prac- 
tice, use invitees, use employees of the company in acquiring lease 
acreage. Are you able, following that practice, to acquire acreage of 
benefit to your company, explore the acreage, and make a profit for 
your company ? 

Mr. Grear. I couldn’t answer that. 

Mr. Hannett. You do not know? 

Mr. Grear. No, sir. 

Senator Anprerson. At least they are satisfied with the practice. 

Mr. Grear. That is right; the speculation. 

Mr. Hannert. That is all. 

Mr. Grear. Thank you. 

Mr. Hannetrt. I have, for the record, Mr. Chairman, 2 letters from 
companies, 1 from Delhi-Taylor and 1 from Three States, in which 
they said that they were submitting statements and would get the 
statements here probably, I am sure, by Friday’s session. 

Senator AnperRson. We will now adjourn and resume at 10 o’clock 
tomorrow morning. 

(Whereupon, at 11:10 a. m., the hearing recessed, to reconvene at 
10 a. m., Wednesday, September 26, 1956.) 
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INVESTIGATION OF OBSERVANCE OR NONOBSERVANCE 
OF ACREAGE LIMITATIONS OF MINERALS LEASING 
ACT 


WEDNESDAY SEPTEMBER 26, 1956 


Untrep Srates SENATE, 
SpPEecIAL SUBCOMMITTEE OF THE 
ComMITTEE ON INTERIOR AND INSULAR AFFAIRS, 


Albuquerque, N. Mez. 


The special subcomittee met, pursuant to recess, at 10 a. m. in Berna- 
lillo County Courthouse, Hon. Clinton P. Anderson (chairman) 
presiding. 

Present: Senator Anderson. 

Also present: George W. Hannett, special counsel to the subcom- 
mittee. 

Senator ANpERsoN. The subcommittee will come to order. 

Mr. Hannifin, do you solemnly swear the testimony you shall give 
before this subcommittee of the Senate Committee on Interior and 
Insular Affairs will be the truth, the whole truth, and nothing but the 


truth, so help you God ¢ 

Mr. Hannirin. I do. 

Mr. Hannerr. Mr. Chairman, for the purpose of just introducing 
the statement at this point in the record, we called Mr. Hannifin. You 
are Mr. S. P. Hannifin, who is the district landman for Magnolia 
Petroleum Co. 


TESTIMONY OF S. P. HANNIFIN, DISTRICT LANDMAN, STATE OF 
NEW MEXICO, MAGNOLIA PETROLEUM CO. 


Mr. Hanntrtn. Yes, sir; district landman for the State of New 
Mexico. 

Mr. Hannert. Mr. Hannifin, I hand you what appears to be a letter 
dated September 24, 1956, which you heretofore delivered to the com- 
mittee staff. 

Do you verify that the statements therein made by you are true and 
correct to the best of your knowledge and belief ? 

Mr. Hannirin. I do. 

Mr. Hannerr. And are you authorized to make this statement on 
behalf of Magnolia Petroleum Co. 

Mr. Hannirrn. I am. 

Mr. Hannerr. Mr. Chairman, at this point I would like to have the 
statement of the Magnolia Petroleum Co. made a part of the record. 

Senator Anperson. That statement will be copied in the record at 
this point. 
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(The statement referred to follows :) 


MAGNOLIA PETROLEUM Co., 
September 24, 1956. 

This is in response to your request of September 21 for a statement from each 
of the several oil companies presenting evidence at the special Senate subcom. 
mittee hearings which commenced September 20. It is my understanding that 
you wish an outline of our procedure in acquiring and holding oil and gas leases 
and options on public and acquired lands of the United States in New Mexico, 

Oil and gas leases on lands of the United States, applications (offers) for 
such leases, assignments, and options are procured by Magnolia Petroleum (o, 
in the following manner: 

1. It is not our practice to use employees, former employees, or relatives of 
either as “invitees” for filing applications. Brokers are employed to buy pre. 
existing leases in designated areas for an agreed brokerage fee, and this could 
include their filing applications on any unleased Federal land, or the purchase 
of oil and gas leases on “fee” and State lands. Assignments of Federal leases 
taken from these brokers are charged against the company’s accountable acreage, 

Assignments of leases issued to third parties are the subject of negotiations 
between the lessee and the company, just as the company will negotiate with 
owners of private mineral interests for oil and gas leases. 

2. If Magnolia Petroleum Co. becomes interested in an area and wishes pro- 
tection pending further geological and geophysical evaluation, our land depart- 
ment will seek options on preexisting leases, and it will negotiate with brokers 
for the acquisition of options. In both instances, there is no prearranged price, 
nor is the consideration a nominal one. The company does not use employees 
or relatives for acquiring options. 

These options are immediately charged against our accountable acreage for 
options. There is little or no timelag in the execution of options. Applications, 
assignments, and options signed in blank by outside persons are not obtained 
by the company. 

3. At the expiration of the option term, new options are sometimes procured 
by the company. These are always purchased on the basis of independent negoti- 
ations between the optionor and Magnolia, as optionee. If the negotiations 
are successful, it is considered to be a new contract. The consideration for 
options is $1 per acre or more. 

Our title records division maintains a constant check on Federal lease and 
option holdings. For your convenience, the totals of our lease and option 
holdings in New Mexico on June 30, 1956, were: 

Acres 
PE TIN ae ite cern ncccichieensnitinigen™ ane gtianes signin teen Sinead 88, 259. 68 
Options 
Acquired land leases 
Goetione ss on ee oct bes tdebisdiednodbbeae 


Mr. Hannerr. Mr Chairman, unless you have some questions at 
this point, I would like to proceed with El Paso Natural Gas, 

Senator Annerson. All right. 

Thank you, Mr. Hannifin. 

Mr. Hannerr. Mr. Howell—and you have a landman with you? 

Mr. Howe... We have a lease man. 

Senator ANDERSON. Would you state your name, please? 

Mr. Hamepirn. Roland Hamblin. 

Senator AnpEerson. Do you solemnly swear the testimony you shall 
give before this subcommittee of the Senate Committee on Interior 
and Insular Affairs will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Hametin. I do. 
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TESTIMONY OF BEN R. HOWELL, ASSOCIATE COUNSEL, EL PASO 
NATURAL GAS CO. (RESUMED) ; AND ROLAND L. HAMBLIN, LEASE 


MAN 


Mr. Hannett. Mr. Howell, in your statement you said, in effect, as 
[ interpreted the second page of your statement, that it was necessary 
for you to get a reserve gas supply to appear before the Federal Power 
Commission for your pipeline activities; is that correct? 

Mr. Howetu. That is correct. 

Mr. Hannett. So you actually started in your procurement of oil 
and gas rights some time after 1949; is that correct ? 

Mr. Howewx. That is correct. 

Mr. Hannetr. Was your company recently formed ? 

Mr. Howetut. The company was organized in 1928, I believe. It 
was either 1928 or 1929, but I am rather sure that 1928 is the correct 
date. 

Mr. Hannerr. And you actually went into the acquisition of Fed- 
eral acreage, then, some time subsequent to 1949? 

Mr. Howretu. We had some leases in Lea County, N. Mex., most of 
which were associated with an underground-storage project. The 
company had some leases in the Rhodes areas and had gas rights on 
some Lea County acreage. 

The amount involved, however, was small and the company was 
not actually attempting to develop its own reserves. 

Senator Anperson. I wonder if it would not be well to put into 
the record at this point the sort of pipeline operations that El Paso 
Natural has. Did you not start originally with a pipeline that car- 
ried gas from west Texas down to El Paso, across to Arizona, and out 
to California? Was that the original line of El] Paso Natural? 

Mr. Howe. The original line, Senator Anderson, was from Lea 
County, N. Mex., to El Paso in 1928. Then in subsequent years the 
line was extended; first to Arizona communities, and, finally, about 
1946, for deliveries to the California market. 

Senator AnpERson. You picked up certain industrial enterprises 
along the way, like the Kennecott Copper Co. It used to be called 
China Copper. 

Mr. Howetx. That is correct. 

Senator ANpErson. And various mining operations in the State of 
Arizona. 

Mr. Howetx. That is correct. The company is a natural-gas com- 
pany regulated by the Federal Power Commission under the Natural 
Gas Act, and delivers either to distribution companies, local distribu- 
tion companies, or to industrial enterprises in its market areas. 

Senator ANDERSON. Subsequent to that, you started the pipeline 
running from northwest New Mexico to California. 

Mr. Howetxi. About 1949 the company made application for a 
pipeline to originate in the San Juan Basin area in northwestern 
New Mexico and to go across the northern portion of Arizona, making 
delivery to the Pacific Coast Gas & Electric Co., at Towpath, Ariz. 

Senator Anperson, At subsequent time, you took some of the gas 
being flared in the Spraberry field, brought that across central New 
Mexico, and tied it into the pipeline in the northern part of New 
Mexico. 

Mr. Howett. That is correct. 
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Senator Anperson. So the development of your markets in Cali. 
fornia were not instantaneous. You brought some gas to El Pago, 
You brought it on a little farther into Arizona. You found a market 
for some in California, and then subsequently developed a large mar. 
ket in California from the northwestern part of New Mexico. 

Mr. Howe. That is correct. 

Senator Anverson. I just thought it might be well to know how the 
pattern of their operations was. 

Mr. Hannetr. The first area, then, was in Lea County, where the 
acreage was primarily fee acreage which you had acquired for the 
purpose of this pool, or Federal acreage? 

Mr. Howetu. The acreage which we held in Lea County was pri- 
marily Federal and State. There is a small amount of fee acreage, 
but the source of our supply, the major portion of our supply in Lea 
County, I would say far in excess of 90 gig is either in purchases 
of gas from other operators and gas wells, or purchase of gas from the 
tailgate of gasoline plants, purchasing the residue gas. 

We have a small aaah a very small amount, of gas production 
in Lea County. 

Senator Anperson. I want to break in here a minute. As a matter 
of fact, when E] Paso Natural started its operations over there, there 
was a carbon-black plant over there that was also purchasing natural 


gas. 


Mr. Howetu. There was at least one, and I think there are several 
now in that vicinity that are. 

Senator Anperson. I think there were 2 or 3. I didn’t want to 
identify exactly how many. The rate being paid for that natural 
gas to the carbon-black plants was a aT low rate, was it not, some- 


thing under 2 cents a thousand cubic feet 

Mr. Howe. I think when we first went into the Lea County area, 
the going price for natural gas was 2 cents a thousand, either to the 
carbon-black plants, and I believe our initial contracts started at 2 
cents, and then were raised later on to 4 and 5 cents, and now in that 
ores are 914 cents for what we call dry gas, gas produced from gas 
wells. 

Senator Anperson. I know that when the Kerr bill was under de- 
bate about 1949 or so, I introduced a table into the Senate record 
showing that the average price paid for all gas in New Mexico was 
less than 2 cents. It came down to about 1.9. Therefore, that was 
the only market at that time for gas, was it not, when you built your 
pipeline? 

The only market was carbon-black plants. The rest of the gas was 
being flared and very little of it conserved. 

Mr. Howet. I think the gas produced from oil wells was being 
flared, and our gas well would be shut in and not flared. There were 
two factors that we might discuss just briefly a minute here. 

Much of the gas in the Lea County area is what is known as sour 
gas. It has to be treated before it can be used for domestic or indus- 
trial consumption, and initially only the sweet gas was used, but our 
company put in treating facilities and now handles the sour gas just 
as well as the sweet gas. It is all run through the treating plants. 

Senator Anprrson. As a matter of fact, some of the gas in north- 
western New Mexico is being treated ; is it not ? 
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Mr. Howe.x. It is being treated in our San Juan River plant, the 
gas which is produced from the Barker Dome area is also sour, and 
that has to have the acid and carbon dioxide removed before it is 
marketable. 

Senator ANDERSON. I was only anxious for the record to indicate 
that these original developments of El] Paso Natural in southern New 
Mexico were not quite typical of people who were out drilling for gas, 
primarily moved to some other agency, but this was picking up gas 
generally already developed by somebody else. 

Mr. Howewu. That is true, Senator, and I would say generally still 
true in the reserves that we get. 

Mr. Hannett. On page 4 of your statement, Mr. Howell, you state 
that: 

The conventional-type unit agreement for nonproducing lands seemed inappli- 
cable to the geological conditions of the San Juan Basin, a field far too large 
to be operated under one unit agreement. 

Do I understand from that that the conventional unit agreement is 
where there is a producing field and that field, itself, is unitized ? 

Mr. Howrtu. No; I would say that the conventional unit agreement 
is a geological structure that is thought to contain oil or gas, and in 
going before the Department of the Interior, the United States 
Geological Survey, the first step is to furnish geological information 
showing the extent of the structure. 

This San Juan Basin did not have a structure with a closure, as the 
veologists call it, but extended for a distance of about 60 miles in 
one direction and 40 miles in another direction, and it was impossible 
in some of the areas there where the first production was obtained to 
get a unit area delineated. 

There never was sufficient geological information to show that there 
was a structure and I think there were several attempts made to 
organize a unit. ‘There was one known as the North Blanco unit, and 
one as the South Blanco unit that an attempt was mde to organize, but 
the attempts were not successful. 

Senator AnpreRSON. Do we understand the basin is not under any 
unitization programs now ? 

Mr. Howry. The basin generally, as shown by the map, has a num- 
ber of unit areas and also the development contract areas. Now, some 
of the unit areas were designated in the early days, before this Mesa- 
verde formation, which is the principal gas reserve, was delineated 
and not much was known about it. In fact, I think most of the origi- 
nal unit agreements had a requirement for the drilling of a well to a 
deeper formation, known as the Dakota formation. 

Then, after the development contracts, the field appeared to extend 
farther to the east than had been realized before and several of the 
companies in conjunction with the Department of the Interior, worked 
out a form of unit agreement to cover that area, which was approxi- 
mately a township in area. 

The attempt was made to get an area that could be efficiently 
operated and managed, to try to hold it to a reasonable size, and then 
all of the land within that particular township was invited to join in 
the unit operation. 
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Senator ANperson. Therefore, if you went on the basis of townshiy. 
you were not going on the basis of geological structure. 

Mr. Howey. That is correct. 

Mr. Hannerr. Going further in your statement on page 4, Mr. 
Howell, you say: 

The peculiarity of the regulations which limited acreage relief to operators only 
made it necessary to assign leases to other parties and take back operating agree. 
ments in order for the relief to apply. 

Is it a fact that what companies would do would be to tie up as much 
acreage as possible at times, regardless of acreage limitations, and 
during the reporting periods attempt to enter into att agree- 
ments of some nature bor production so that they would take that out 
of that chargeable acreage ! 

Mr. Howey. I am not prepared to state what other companies 
would do or have done or are doing. I can tell you what our company 
did. 

In the San Juan Basin area, in connection with these development 
contract properties, we were purchasing blocks of acreage from other 
companies that had either leases or option agreements on the particu- 
lar block of acreage. In seeking to accumulate the reserves to support 
the pipeline, we would go to a company and attempt to purchase gas 
rights. 

In most of those contracts, the rights which we acquired were gas 
rights only to the gas of the Mesaverde formation, and there are varia- 
tions between one deal and another deal, because one company would 
not be willing to sell on exactly the same pattern as the other, but the 
pattern generally was that we would purchase this acreage some- 
times with gas wells already on it, in which event we would usually 
pay for the well, and get the gas rights. 

In order to make any separation of oil or gas rights under a lease, 
the Department has required an operating agreement be executed ; that 
is, a lease cannot be split into several parts that are termed portions of 
a lease. The operating agreement is the manner that has been used, 
so far as I know, for many years in the Department to separate bot) 
as to the horizons or as to substances, and the lessee would execute, in 
most of these instances, 2 operating agreements, 1 operating agreement 
covering the gas rights to the Department that we acquired, which 
were given to us, and 1 operating agreement to the company that 
owned the oil entries covering the oil rights and the deeper gas rights. 

Mr. Hawnnert. Under this situation, you would say that the com- 
panies, then, if they had options, would require the leaseholder to 
assign it to somebody other than the original leaseholder so that they 
could enter into an operating agreement with your company; is that 
correct ¢ 

Mr. Howe tt. That is correct. 

Mr. Hannetr. Under their option ? 

Mr. Howetx. That is correct. 

Mr. Hannerr. And under these options, then, they would have com- 
plete control of what the leaseholder did with his lease. They would 
exercise the option in so far as it required an assignment to a particu- 
lar person, a nominee ? 

Mr. Howey. They would exercise the option and direct an assign- 
ment of the lease, either to the company or to some individual, and the 
operating agreement, then, would be obtained from the lessee. 
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Senator ANDERSON. Then it would cease to be an option and become 
a lease ¢ 

Mr. Howe. It would cease to be an option and become a lease. In 
that situation I think it may be of interest to note that you could have 
4 situation in which the same acre would be chargeable in full to three 
different holders, so that much of the acreage, until the development 
contract gave the relief, carried not a 100 percent chargeability, but 
300 percent chargeability. 

Senator Anperson. That is because of oil in one instance, gas in 
another, and the assignment of the gas in the third ? 

Mr. Howe. Yes. 

Mr. Hannerr. You say later on, with regard to this problem, that 
the Department was fully advised of the problem. Who in the De- 
partment was advised of that problem / 

Mr. Howe. We first filed an application in connection with one 
other company or two other companies. It was filed with the Bureau 
of Land Management and then referred to the United States Geologi- 
cal Survey. 

Mr. Hannerr. Any time an acreage is committed to a development 
contract or an operating contract such as this, which is approved by 
the Secretary, that acreage is relieved from chargeability; is that 
correct ¢ 

Mr. Howett. It is ¢orrect, unless both the lease and the operating 
agreement are relieved. To clarify the record, there will a three 
relationships, we might say, involved in that. There is the lease, the 
oil and gas lease, which is in the standard form. There will be one 
or more operating agreements between the lessee and the operator. 
There will be 2 development contract which is a contract covering the 
development of the area as a whole, and the approval of the develop- 
ment contract first had the effect of relieving the operator only of 
acreage chargeability, but later by reason of the later amendment, 
relieves both the lessee and the operator of chargeability. 

Mr. Hannerr. Is that by the 1954 amendment ? 

Mr. Howxnuxi. The 1954 amendment added the lessee, relief to the 
lessee, 

Mr. Hannerr. So that both the lessees under the 1954 amendment 
and the operator are relieved of chargeability; is that correct? 

Mr. Howrii. That is correct. I might add that the Blanco devel- 
opment contract generally is entered into by the operators and agrees 
for a reasonable development for a general sharing of the facilities 
that are available and cates of information. 

[t is not a unit agreement, but it partakes of many of the elements 
of the unit agreement without having the production all thrown into 
one pot and the costs all thrown into one pot, as is true with unit 
agreements. 

Mr. Hannerr. As I understand it, from continuing on page 5, the 
Department. was recognizing your problems and therefore assisted in 
having approval of unit agreements by the USGS; is that. it? 

_Mr. Howetn. That is correct. The Department was most coopera- 
tive. 

Mr. Hannert. I note that you say that you have purchased oil and 
gas rights by means of leases or options from the owners of the lease. 
Wiad has been the practice of the company in acquiring these options 
on leases ? 
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Mr. Howe. The practice of the company generally has been to 
purchase and take the option agreement into the company’s name; 
that is, the option itself would be assigned. Now, there are many 
variations which have developed in the light of different situations 
which existed. 

Insofar as the San Juan Basin as a producing acreage is concerned, 
the options, I think, have all been exercised, converted into leases, 
with the exception of maybe 6 or 8 options, which were assigned to 
the company and held by the company. 

Mr. HaNnetr. When no unit is formed, you have stated that the 
options are not exercised until drilling is intended. Is that the 
situation ? 

Mr. Howe t. It varies, Mr. Hannett. Sometimes the options are 
exercised and the leases are assigned to the working interest owners as 
soon as the unit is approved. In other instances, they remain in the 
form of options. They will stay in that form until, our experience 
outside the New Mexico area has been, until a dry hole is drilled, 
because a great many of the unit agreements which we enter, the farm- 
out agreements, prove to be unproductive. 

In that event, then, the lease acreage, whether it was held in lease 
or under option, was probably divided into two portions. We would 
usually earn an interest in the entire area by reason of having drilled 
a well. We would usually cut that down to a small portion, just keep 
a small portion, and either release to the Government or re-lease back 
to the person, the company, that had put the block together, our inter- 
est when we determined to stop the unit operations and dissolve the 
unit. 

Mr. Hannett. On the dissolution of a unit, say, or the disapproval 
of a unit agreement, you say that assignments are normally taken 
before the unitization or in many cases taken before the unitization— 
to reassign back to the original lessee the lease and take a new option! 

Mr. Howe xt. That is not the practice. 

Mr. Hannetr. Has it been done? 

Mr. Howe tt. It has been done, but it is not the practice. There are 
instances in which that has been done. 

Mr. Hannetr. You have stated on page 6 that the company has 
taken successive option agreements from the lessee; is that correct! 

Mr. Howe, That is correct. 

Mr. Hannett. For the record, I would like to state at this point 
that I will certify that I have here the option reports of the El] Paso 
Natural Gas Co. filed with the Bureau of Land Management in Wash- 
ington and secured from them by Mr. Robert W. Redwine, a member 
of the committee staff, and I am now going to refer to those option 
reports. 

Senator ANDERSON. Do you want to see this record before we get 
into it—that this is an authentic record ? 

Mr. Howexx. I am sure of it. We have copies of the reports we 
filed and I can refer to our copies and be sure as to whether or not we 
are looking at the same instrument. 

Mr. Hannerr. Would you refer to your option reports of the 
State of New Mexico on Federal land as of December 31, 1951? 

Mr. Howe tt. Correct. 

Mr. Hawnnerr. On that option report, I note the names of William 
B. Hardie, John A. Grambling, and Charles Sapp consistently on 
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that report. At least the majority of the names of that report are 
those three names; is that not correct ? 

Mr. Howe. Yes. 

Mr. Hannett. Serial numbers of the leases which appear on that 
report, and we will take Sapp, appear at 0788650778 through 078870, 
inclusive. Grambling is 078924 and Charles Sapp is 080230; is that 
correct ¢ 

Mr. Howe. That is correct. 

Mr. Hannett. On those reports it appears that the Sapp options 
were taken 9-20-50, with an expiration date of 9-26-52; is that 
correct ¢ 

Mr. Howex. That is correct. 

Mr. Hannerr. Grambling’s 9-19-52. 

Senator ANDERSON. Will you read the Grambling one again? You 
read the expiration date. 

Mr. Hannetr. The expiration date is 9-19-52. The option was 
taken on 9-19-50. 

With regard to Hardie the options were dated 9-12-51, with an 
expiration date of 9-12-53; is that correct ? 

Mr. Howext. That is correct. 

Mr. Hannerr. Referring now to your report of New Mexico on 
December 31, 1952. 

Mr. Howe xt. I have it here. 

Mr. Hannerr. We again see the names Hardie, Sapp, and Gram- 
bling, with new options having been taken 9-11-52 and 9-18-52; is 
that correct ? 

Mr. Hower. The report so shows on 9-11. I see one on 9-18-52. 

Mr. Hannetr. Referring to the one 9-18-52, that is on lease No. 
078924; is that correct ? 

Mr. Howexu. That is correct. 

Mr. Hannerr. The expiration date on your previous option had 
been 9-19-52, and you had taken an option the day before the expi- 
ration of the previous option; is that not correct ? 

Mr. Howetxu. That is what was done. 

Mr. Hannertt. In the cases of Sapp options which expired 9-20-52, 
you had taken a new option on 9-11-52. 

In other words, 9 days prior to the expiration of the previous option; 
is that not correct ? 

Mr. Howett. I think that is correct; yes, sir. 

Mr. Hannett. In the case of the Hardie options, which appears 
to have been new options taken, they appear to have been taken on 
9-12-52, the same date the option expired; is that right? 

Mr. Howe. That is correct. 

Mr. Hannerr. Now, referring to your report of option acreage in 
New Mexico of December 31, 1954. 

Mr. Howeut. I have that report. 

Mr, Hannerr. We again see the name Charles Sapp with the same 
lease numbers that have heretofore been identified, with a new option 
having been taken 10-1-54, with an expiration date of 9-30-57; is 
that correct ? 

Mr. Howe. That is correct. 

Mr. Hannerr. At that time a new option was again taken on the 
same acreage. 

Mr. Howrix. That is correct. 
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Mr. Hannerr. And which comprised in excess of 10,000 or 15,000 
acres; isn’t that correct, looking at that rapidly ? 

Senator ANpEerson. Who is Mr. Sapp ¢ 

Mr. Howerx. Mr. Sapp is an attorney in Houston. 

Mr. Hannetr. Was he used as an attorney for your company ? 

Mr. Howe tt. He has represented the company. 

Mr. Hannetrt. Did he file leases for your company ? 

Mr. Howe. He has never filed a lease or application for a lease 
for the company. 

Mr. Hannetr. Has El] Paso Natural Gas Co. undertaken an option 
from other parties and asked them to assign the lease to Mr. Sapp so 
you could take an option from him ? 

Mr. Howewt. Mr. Hannett, my recollection of the situation covering 
this block that you have discussed here is that they were acquired in 
that period of purchasing that we have discussed, during the San 
Juan unit agreement and the Blanco Development Co., and that these 
particular leases did not become productive, or were not put in either 
the unit agreements or to the development contract acreage. ‘They lie 
in other portions of the basin. They were merely left in that status. 
The status was not changed. There were successive renewals, or suc- 
cessive options, taken. 

Mr. Hannetr. I want to be sure on this, Mr. Howell. 

This acreage, then, was acquired by the El Paso Natural Gas Co, 
In other words, they went to the original lessee who was a man other 
than Mr. Sapp. 

Mr. Howe t. Correct. 

Mr. Hannerr. They then purchased the lease from that lessee; is 
that correct ? 

Mr. Howe t. I think that what was done in those instances was to 
purchase option agreement, or it could have been either way, a pur- 
chase of an option agreement, or a lease. 

In any event, the lease was assigned to Mr. Sapp and he gave the 
company an option back. 

Mr. Hannert. Then what happened was that the money of El Paso 
Natural Gas Co. was put up to purchase either the lease direct, or 
the option direct ; isn’t that correct ? 

Mr. Howett. That is correct. 

Mr. Hannetr. Then El Paso Natural Gas Co. would direct, under 
its purchase agreement with the lessee, or under its option privilege, 
direct the record holder of the lease to assign his interest in the lease 
to Mr. Sapp; is that correct? 

Mr. Hannetr. Then El] Paso Natural Gas Co. would take the option 
from Mr. Sapp; is that correct ? 

Mr. Howett. That is correct. 

Mr. Hannett. At that point, when the assignment was made from 
the original lessee to Mr. Sapp, either under the option or under the 
lease purchase, Mr. Sapp had not one cent in that lease; is that not 
correct ? 

Mr. Howe tu. That is correct. 

Mr. Hannerr. Then when the option was taken from Mr. Sapp, he 
was given no consideration other than the fact that he was a lawyer! 

Mr. Howe... No; he was given an override. 

Mr. Hannett. He was given an override? 

Mr. Howe xt. Correct. 
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ir. Hannerr. For just the use of his name; is that the situation ? 

\ir. Howein. No, he was given an override, the lease was assigned 

iim, an option agreement was entered that placed in him an eco- 
omic interest. 

Mr. Hannerr. But at that point he had no consideration. 

Mr. Howeii. He had not paid any cash. 

Mr. Hannerr. Then when the option was given him, or was taken 
from him, the option agreement itself, which was prepared by El Paso 
Natural Gas Co., gave to him an override in the event the option was 

<ercised, is that correct? 

Mr. Howrexu. That is correct. 

Mr. Hannert. In fact, that was the consideration for having him 
iold that lease during that period of time, isn’t that right? 

Mr. Howexn. The lease was given to him and he executed an option 
agreement retaining that override. He did not buy the lease. It was 
eiven to him. 

Mr. Hannerrt. At the point when you nominated him as the person 
to whom the lease should be assigned, you knew that the time you 

asked that that assignment be m: ade that Mr. § Sapp was going to give 
you an option or you would not have assigned it to him. 
~ Mr. Hows L. We expected to get back an option agreement. 

Mr. Hannerr. You knew it, did you not? It was not a question of 
expectat ion. You knew he was going to give you an option agreement 
when you either purchased the lease or purchased the option ‘from the 
original lessee. 

Mr. Howe. I think we took concurrently an option, Mr. Han- 
nett. 

Mr. Hannerv. In all instances? 

Mr. Howruu. I think so, that in every instance we took concurrently 
an option agreement in order that it could be reported and the rela- 
tionship between the optioner and optionee showed. 

Mr. Hannerr. You knew Mr. Sapp was going to do your bidding. 

Mr. Howeit. We knew he was going to give the initial option agree- 
nent. 

Mr. Hannerr. In the event you wanted a new option on that agree- 
ment and couldn’t get it unitized during the time of first option, you 
new that he would give you a new option. 

Mr. Howrexin. We did not know that. 

Mr. Hannerr. When you got the new option from him, did you give 
him an increased override, or did you just leave the same override that 
was provided in the first option ? 

Mr. Howreix. The override was left the same. 

Mr. Hannerr. So there was no new consideration for the option, in 
eect. 

Mr. Howext..That is correct. 

Mr. Hannetrt. That occurred on numerous occasions, is that cor- 
rect ¢ 

Mr. Howrexin. No; I would not say it occurred on numerous occa- 
ons. I think that within the period of the first 1 or 2 years prac- 
ically all of the purchased acreage had been converted into leases and 

committed to the Blanco Development contract. 

Mr. Hannerr. These are exceptions, then; is that right? 

Mr. Howreun. Yes; I would say definitely these are exceptions, 
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Mr. Hannetr. Why did you not charge this as your acreage as of 
the time—that is, actually leased acreage—that the lease was trans. 
ferred to your nominee / 

Mr. Howexii. Mr. Hannett, it was carried under an option agree- 
ment. It was held pursuant to an option agreement and so reported. 

Mr. Hannetr. Your company knew you had absolute control over 
that lease itself. They bought it. 

Mr. Howry. We bought it and assigned it in this instance to Mr, 
Sapp. 

Mr. Hannerr. Who is Mr. Grambling; do you know? 

Mr. Howey. Yes; that is John A. Grambling. 

Mr. Hannertr. Who is he? 

Mr. Howett. He is a lawyer in El Paso. 

Mr. Hannerr. Then your testimony with regard to what has hap- 
pened concerning the Sapp transactions would also apply to Mr. 
Grambling; is that right ¢ 

Mr. Howetu. That is correct. There appear to be two option agree- 
ments still remaining in Mr. Grambling’s name. 

Mr. Hannett. As to Mr. Hardie. 

Mr. Hower. He is a lawyer in E] Paso. 

Senator Anprerson. May we have his full name for the record, 
please ? 

Mr. Hannerrt. That is William B. Hardie, and John A. Grambling, 
the one heretofore identified. 

Your testimony with regard to Mr. Hardie would be practically 
ide tical, or would be identical, to your testimony with regard to Mr. 

Sapp; is that correct ? 

Mr. Howexu. Leases were assigned to Mr. Hardie during that pe- 
riod of purchase, and I think all of the option agreements executed 
by Mr. Hardie have been exercised, the leases issued, the leases either 
reported as chargeable to the company as leases or included within 
a development contract with the unit agreement. 

Mr. Hannett. Under this practice, “Mr. Howell, do you, when you 
exercise these options or purchase the leases, assign, under your op- 
tion agreement, the assignment of that lease to a person with whom 
you know wou are going to have a development contract and thereby 
exc _ it from chargeable acreage ? 

.. Howeityi. The “development contract, Mr. Hannett, is one that 
is cot by the operators. Now, at the time these particular leases 
were acquired, I think all of them were acquired about 1951 or 1952. 
At that particular time the procedure which you have outlined was 
followed in these instances. 

That was not done in all instances. In many instances the purchase 
of property from others involved the delivery by the people who were 
the lessees of an operating agreement to the company, and I would 
say that this particular situation is the exception, rather than the rule, 
in the acquisition of those properties. 

Mr. Hannertt. At that time, or does it still occur that you have a 
comparable situation in the acquisition of these leases? 

Mr. Howe tt. I would say that certainly for more than a year there 
has been no purchased lease assigned to anyone directed by the com- 
pany. 

Mr. Hannetr. I notice, at that time, referring to the instruments 
that have been called to your attention previously, you were giving 
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t percent overriding royalty to the lawyer whose name was being 
used, or did that ine lude — 

Mr. Howrexx. That included prior overrides. 

Mr. Hannetr. How much override did these lawyers get at that 
me ¢ 

Mr. Howetx. One percent, or one-half of 1 percent. 

Mr. Hannert. Was there any uniform practice with regard 

at ¢ 

Mr. Howeut. I think generally it was 1 percent. 

Mr. Hannerr. At that time? 

Mr. Howe... Yes, sir. 

Mr. Hannett. It has later been changed to a half of 1 percent; 
is that right ? 

Mr. Howe... I don’t know of any assignments of leases that have 
been made to any of the people that you have mentioned since about 
1952, or 1951, I believe it was. 

Mr. Hannert. I would like to call your attention to your option 
report, which has just recently been filed, and refer specifically to the 
State of Montana. 

Mr. Howe. All right, I have the option report filed June 30, 1956. 

Mr. Hannetr. Referring to page 2 of the Montana report, I note, 
with the exception of one name appearing, David G. Ridgway, at the 
top of the page, all of the balance of the people named on that page 
have a one-half to 1 percent royalty in those leases. 

Are all of those people either employees of El Paso Natural Gas 
Co., or attorneys used by E] Paso Natural Gas Co. ¢ 

Mr. Howrxix. None of those persons is an employee of E] Paso 
Natural Gas Co., or an attorney used by E] Paso Natural Gas Co. 

If you would like me to, I can tell you exactly how the Montana 
options were acquired. 

Under a contract with two different operators who had blocks of 
leases, the company acquired 25-percent interest, generally, which 
was reduced by the outstanding overriding royalty which had been 
created before we ever came into the lease. These one-half of 1 per- 
cents were created before we had any connection whi atsoever, and this 
assignment to us is of 25-percent interest earned by drilling wells 
up in Montana. 

The 99.5-percent leases which show there, are leases which we pur- 
chased from a lease broker, suggesting that he go out and file on that 
acreage and that we would file, or buy leases on the acreage in any 
instance, and we would purchase it. 

There is no employee of the company, or no person connected with 
the company, who has any interest whatever in the Montana situation. 

Mr. Hannerr. How about Wyoming? 

Mr. Hower, The leases shown on the Wyoming report. were 
acquired in several different ways. Some of the leases were earned. 
Some were purchased from outside people. Some of the leases that 
are held by option in Wyoming were issued to employees who filed 
and who were authorized to go in and file by the company, did so and 
executed option agreements to the company. 

Mr. Hannert. Referring to the first page in Wyoming, every per- 
a ’s name appearing on that page is an employee of El Paso Natural 
ras Co, 
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Mr. Howetu. There are two people and they are employees. 

Mr. Hannetr. Let us go to the next page. On the next page, half 
of the page approximately is comprised of employees, is that right, 
or is the whole page? 

Mr. Howe i. No; the same two. 

Mr. Hannerr. How about Catterson ? 

Mr. Howe. Catterson is not an employee. 

Mr. Hannertr. What is he? 

Mr. Howett. Paul F. Catterson is a lease broker. 

Mr. Hannerr. Does he, in each instance, hold it for your benefit’ 

Mr. Hower. No; those leases which stand in the name of Paul F. 
Catterson are covered by an option agreement which we have taken 
with him. We have purchased the option from him. 

Mr. Hannerr. Is there any consideration, other than the override’ 

Mr. Howexr. There is. 

Mr. Hannerr. How about Jewell Lanier and Cecil Lanier? 

Mr. Howe. Cecil Lanier is a lease broker from whom we have pur- 
chased option agreements and paid consideration over and above the 
override. 

Mr. Hannerr. Does he go in at your request, without expense to 
himself, and see that applications are filed by him and his wife? It 
seems Jewell Lanier may be his wife. 

Mr. Howe tt. I do not know that that was done. The practice that 
we have generally and that we are following at the present, and have 
been for all of this year, is that we will tell a lease broker that we will 
purchase leases and pay so much an acre. 

In many instances it is $2 an acre for option agreements covering 
the leases in a particular area. 

The broker will go and attempt to purchase existing land that has 
been covered by a lease. He will purchase leases on fee lands. He 
will attempt to purchase leases on State land, and then we pay him 
on an agreed price. 

In some instances the price has been as low as 10 cents an acre. 
In other instances it has been as high as $2 or more per acre. In 
those instances the option agreements are executed, delivered to us, 
and paid for. 

Mr. Hannerr. Coming back to your employees, are they out any 
money in any manner at all in filing these applications? 

Mr. Howett. They are not. 

Mr. Hannerr. In fact, the applications are prepared by El Paso 
Natural Gas Co.; is that correct ? 

Mr. Howett. They were in this instance. 

Mr. Hannerrt. E] Paso Natural Gas Co. puts up the money for the 
filing of these ? 

Mr. Howe t. In the instance of these two that is true; yes. 

Mr. Hannerr. E] Paso Natural Gas Co. knows, and so the em- 
ployees understand it, that as of the date that the application is filed, 
or shortly thereafter, they are to execute an option to El Paso Natu- 
ral Gas Co., is that correct ? 

Mr. Howe. That is right. They understand that the company 
will reimburse them and purchase an option. 

; cong Hannerr. Reimburse them? What are they reimbursing 
them for ? 
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Mr. Howetxu. I would correct the statement in this instance, be- 
cause I understand that the funds were furnished to these employees 
to make the filing. 

Mr. Hannerr. These employees are Samuel Smith and C. S. Dea- 

n: is that correct ? 

. Howetx. That is correct. 

Mr Hannetr. What positions do they hold in your company ? 

Mr. Howrtn. They are employed in the lease department. 

Mr. Hannerr. Running a rapid total on the two pages that have 
been referred to heretofore, there is in excess of approximately 50,000 

es that were so filed. 

Mr. Howetu. I think that is correct. 

Mr. Hannerr. The employees, and you, knew at the time this 
acreage was filed for just what the course of activity was going to be 
follow ed. 

Mr. Howe. The employees knew and we knew that we expected 
to take an option agreement from these employees and report the 
option agreement. 

Mr. Hannert. It was at your direction, the direction of the El 
Paso Natural Gas Co., that these employees went and filed; is that 
correct ¢ 

Mr. Howe. They were told to file; yes. 

Mr. Hannetr. They were provided with the funds to file; is that 
right ? 

Mr. Howey. That is right. 

Mr. Hannerr. Did they concurrently give an option to El Paso 
Natural Gas Co.? 

Mr. Howe LL. Yes. 

Mr. Hannerr. At all times E] Paso Natural Gas Co. had complete 
control of that edapipyes as to what he was going to do; isn’t that 
correct ¢ 

Mr. Hower. They had complete control of the employees. They 
had a contract with the emplyee. 

Mr. Hannerr. He was in the employ and was at the complete 
bidding of his employer at all times during this course of procedure ; 
isn’t that correct ? 

Mr. Howe, He was an employee in the same status as any other 
employee. 

Mr. Hannerr. Subject to the bidding of the company. 

Mr. Howein. As to work ieefoimned for the company. 

Mr. Hannetr. This was work performed for the company; isn’t 
hat correct ? 

Howey. The company entered into an agreement with these 
men for options. 

Mr. Hannerr. Wrtten or oral? 

Mr. Howexiu. The options are all in writing. 

Mr. Hannerr. The agreements that you entered into prior to the 
time that any application was made, Mr. Howell, was to this effect, was 
itnot: The El Paso Natural Gas Co. would draw up the option, it was 
handed to an employee to sign? Possibly the option agreement was 
signed at the same time for filing, with that underst: nding to begin 
with; isn’t that correct ? 

Mr. Howe. No; in these instances the two men were working there 

n their particular area, and I am informed called in connection with 
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this area and were told that funds would be furnished if they would 
file, and they would be given an option agreement with an overriding 
royalty of a half of 1 percent. 

Mr. Hannerr. They were directed that their name was going to be 
used in the filing; is that correct ? 

Mr. Howe. They were told they could file. 

Mr. Hannerr. Was it left up to them to file or was the company 
directing them to file? 

Mr. Howeii. The company told them they could go and file and that 
they could draw for the money and execute an option agreement and 
receive the one-half of 1 percent override. 

Mr. Hannerrt. Is it not a fact, Mr. Howell, that what the company 
did was to tell them to go and file on this acreage that the company 
needed ? S 

Mr. Howe... I don’t know exactly how you would phrase it, whether 
you would say to tell them or let them file. They were told that, if 
they wanted to file that and get the one-half of 1 percent, they could 
do so. 

Mr. Hannetr. Well, in effect, that was a package deal, was it not, 
Mr. Howell? The company prepared tle application, they prepared 
the option, they prepared them concurrently so that it was all done 
just as a package ¢ 

Mr. Howe. That is correct. The company acquired options on 
this land by that manner. 

Mr. Hannetr. Why was it not recorded as lease acreage? You had 
absolute control of it. 

Mr. Howeii. The agreement between the lessee and the company 
was that of an option agreement as to some of this land, if it is not 


converted or assigned to the company in leases, it will be relinquished 
to these employees for their disposition to do as they see fit. I think 
that we can get the record shortened possibly if I state that the com- 
pany has taken the position that the holding of ogee agreements 


is permitted by the law, that the option agreements which are held and 
reported are chargeable as options and not chargeable as leasehold 
acreage. 

Mr. Hannetr. Well, at the time of this application, the funds being 
provided by the company before the option, if there were ever an in- 
stance in these particular cases that we are discussing when the option 
was not taken concurrently, the applicant, your employee had no in- 
terest in that lease at that point, did he? All that was being done 
was that his name was being used; is that right? 

Mr. Howey. The funds being furnished these two employees are 
the only instances in which I know of that situation. 

Mr. Hannert. But until they got the override by means of the 
option agreements they had no real interest in this application at all; 
did they ¢ 

Mr. Howetu. That could be inferred. 

Mr. Hannerr. Unless we say that there was a prior agreement that, 
if they filed, you were going to take an option and give them an over- 
ride. 

Mr. Howex.. It was understood that, if they filed, that the filings 
would be converted to options and given to the company. 

Mr. Hannerr. Well, how can you say, Mr. Howell, that this was not 
acreage which was either directly or indirectly under your control! 
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Mr. Howett. Mr. Hannett, I have answered that this was held under 
option agreement and so reported. 

Mr. Hannerr. But actually it was controlled from the inception of 
your agreement with your employee, is that not correct? 

Mr. Howeu. It was conirotled by an option agreement. 

Mr. Hannerr. It was controlled by you putting up the dough, is 
that not right ? 

Mr. geri tu. I wouldn’t say it was controlled by that. I said there 
was money available in this instance. 

Mr. Hastie: Well, it operated as control. They would not have 
filed it if you had not put up the money, would they ? 

Mr. Howetx. No; 1 doubt if they would have filed it. 

Mr. HANNETT. In all instances these two men were doing the bid- 
ling of the company in filing? 

Mr. Howenn. Yes. 

Mr. Hannetr. Well then, if it was absolutely your lease and they 
were doing the bidding of your company, why was it not reported as 
lease acreage ? 

Mr. Howetx. Because it was covered by an option agreement. 

Mr. Hannerr. It was actually your lease from the beginning, is 
that right, with the right to relinquish it to a person whom you 
nomin rated 2 

Mr. Howeiy. No; the lease is under this option agreement. If that 
is exercised by the company, it will become the company’s lease. If 
the option agreement is not exercised, it will become the property of 
these individuals. 

Mr. Hannerr. What this amounts to is purely a device to get around 
the lease acreage limitation, is that correct, Mr. Howell ? 

Mr. Howexx. No; it is a method of obtaining an option agreement. 

Mr. Hannetr. Well, El Paso Natural could have gone and applied 
directly for these leases, could it not? 

Mr. Howeut. Yes. 

Mr. Hannerr. But it did not want to. It already had sufficient 
acreage so that it could not go and apply for lease acreage, is that 
correct ? 

Mr. Howetn. It couldn’t have applied for 50,000 acres at one time. 

Mr. Hannetr. So that, by this device, you got away from reporting 
it as lease acreage and reported it as option acreage, is that correct ? 

Mr. Howe. ‘By doing what was done we obtained options and re- 
ported options on this property. The options are in process of study 
and work and probably will be, in a substantial portion, applied for to 
convert to leases chargeable to the company. 

Mr. Hawnnerr. As fast as you can work out unitization agreements, 
is that right ? 

Mr. Hower. Not necessarily. 

Mr. Hannerr. Or work out development contracts whereby you 
can get rid of some of your lease acreage, is that right? 

Mr. Howetu. If the acreage is some that the company wants to 
go ahead and attempt to drill. 

Mr. Hannerr. How much lease acreage did you have at the par- 
ticular time when this course of procedars was followed by your 
company ? 

Mr. Howeut. I will have to refer that question to Mr. Hamblin. 
Can you answer that? 
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Mr. Hamsuin. I am not sure exactly how much acreage we had at 
the time we filed—these employees filed these applications, but it was 
within the acreage limitation. That is all I can say. 

Mr. Hannerr. Was it nearly top limits? 

Mr. Hametiy. I really couldn’t say at this time. 

Mr. Hannerr. Well, can you furnish an affidavit showing the 
acreage that El Paso Natural Gas Co. held on the date that this 
course of procedure was followed ? 

Mr. Hamer. I believe we could furnish that information. 

(The material referred to is in the files of the committee.) 

Mr. Hannerr. Will you do that at the earliest possible time? 

Mr. Hampurn. Yes. 

Mr. Hannert. Now I would like to go back to the Sapp, Hardie, 
and Grambling leases. How many lease acres did they have at that 
particular time? 

Mr. Howe.i. That I do not know. Any acreage that they had 
under option agreement to the company is shown on the reports. If 
there was any acreage that they had that had been converted to an 
operating agreement or the lease was assigned, it was reported. 

Mr. Hannerr. How much acreage did El Paso Natural Gas Co. 
have on the date of the successive, or not necessarily successive options 
but the options which were taken from Charles Sapp, John A. 
Grambling, and William B. Hardie? 

Mr. Howexixu. Mr. Hannett, I could not tell you unless we could have 
a particular date. I think we could determine. I will state this—— 

Senator Anperson. Let us take the date at the time the E] Paso 
Natural Gas Co. put up the money to buy the Sapp, Hardie, and 
Grambling leases, which you have testified that it did. It put up the 
money and sent these to lawyers in Texas to accept the eae and 
you said concurrently, at the very same time issued the assignment of 
the option back to you. 

Mr. Howex.. It would be an option agreement or an operating 
contract. 

Senator ANpEerson. How much lease acreage did El Paso Natural 
Gas Co. have of its own on the date that it purchased additional 
leases and sent them to Texas attorneys to work out this device? 

Mr. Howe. I would say that it would be varying amounts, Sena- 
tor Anderson. 

Senator Anpgerson. It would not be varying at the particular time 
at which they did this. 

Mr. Howe... Yes, because there was this program as we have set 
out here. During the period of the development contract a block of 
acreage would be bought. In the time taken in the assignments, 
making the application to the Secretary for approval of the develop- 
ment contract or to commit acreage to the development contract, there 
was a time lag, and maybe some more leases would come in at any 
particular time. I will say this: that at all times the company was 
below the limitation on options because the only options that were 
held in New Mexico at that time were the options that were acquired 
in this purchase of property; that the company was not going out 
and filing and taking options back. It was just the purchase of various 
blocks of acreage. 

Senator Anperson. As I remember the testimony, this was done 
in September of 1951 initially. 
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Mr. Howe... I think that is correct. 

Senator Anperson. The Sapp, Grambling, and Hardie leases were 
all purchased in September 1951, were they not ¢ 

Vir. Howe. I think so. 

Senator AnpErson. Then, if you gave us the acreage that El Paso 
Natural owned under its own name in September 1951, we would 
ave the information we desire, would we not? 

Mr. Hampurn. That information is available. 

Mr. Howe.i. We can get it. 

(The material referred to is filed with the committee. ) 

Senator Anprerson. Tell me where it is available other than from 
your own sources, 

Mr. Hambuirn. With the affidavits that have been filed with the 
Bureau of Land Management at the approximate time. Affidavits 
stating our holdings had been filed as a regular assignment for request 
for approval and that is available in the Bureau of Land Management 
ies. 

Senator Anprrson. You filed an affidavit that that does not put 
you over the limit. What we would like to know is what was your 
exact holding of leases for E] Paso Natural Gas in its own name in 
September 1951 ? 

Mr. Howeiz. The applications which have been filed, Senator, have 
in all instances contained a list of the specific leases charged to the 
company. 

Senator Anperson. But there was no affidavit necessarily filed in 
connection with this transaction. You had a certain acreage in Sep- 
tember of 1951. I would like to know what that acreage was because 

t that time you went out and bought another lease. You did not take 
it in your own name. You assigned it to a lawyer in Texas, and he 
concurrently gave you back, although he had no money invested what- 
ever, an option in which you gave him an override. 

Mr. Howe... That is correct. 

Senator Anprerson. Along came another lease, and you bought that 
and turned that over to your lawyer and took back an assignment, an 
option, and then you got another and assigned that to a lawyer and 
got back an option. Now, those come, let us say, perilously close to 
the definition of “control” here in the act, and I am curious to know 
what that did to your total acreage if it should be construed that 
that was controlled acreage and therefore reportable acreage under 
these provisions. Furthermore, when did these two employees, Smith 
and this other individual, first get their leases? 

Mr. Howeiyt. About 1 year ago. 

Senator ANDERSON. That was not in 1951? 

Mr. Howrxx. No; this is in Wyoming. 

Senator ANpERSON. Would you find out what leases El Paso Natural 
had? We will-also try to find out from the Bureau of Land Man- 
agement what leases E] Paso Natural Gas had in September of 1951. 

Mr. Howeriu. September of 1951? 

Senator Anprerson. Yes. 

Mr. Howetx. We shall obtain that information. 

(The material referred to is filed with the committee. ) 

Senator AnDerRson. Thank you. 

Mr. Hannerr. I have just picked out some instances here of suc- 
cessive options. It has been a practice of your company to take suc- 
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cessive, renewed options, however you term them, in many instances: 
is that correct? 

Mr. Howext. It has been done, Mr. Hannett, and there are also 
many instances in which the option has been released prior to the 
expiration of the option term or at the option term, and no successive 
option taken. 

Mr. Hannerr. But is it not a fact that under these first options, say, 
in many instances no geological or geophysical work was done during 
the first 2-year period ? 

Mr . Howetx. In many instances? Well now, let me try to relat 
it to any particular place. Most of the company’s acreage in the 
Mountain State area, as I said, has been acquired pursuant “to farm. 
outs; cant | in many instances, and the majority, by far the great ma- 
jority of instances where the company acquired any option it acquired 
it by drilling a well on the basis of some geological work that someone 
else and our company did. 

Senator Anperson. I do not particularly follow that answer. Let 
me put it back to a specific case. Let us take these 3 leases again 
which were purchased by these 3 individuals, Mr. Sapp, Mr. Gram- 
bling, and Mr. Hardie. 

Mr. Howrt You are going to the San Juan Basin area. The 
company has been doing geologic al work consistently over the entire 
basin ever since 1949. It continues a geological and geophysical pro- 
oram. Now, as to pyres there has been a party out on any one 
particular lease or not, I do not know. 

Senator AnpEerson. May I go back to these three leases that you 
purchased and put in the names of Mr. Sapp, Mr. Hardie, and Mr. 
Grambling. On those 3 leases which were acquired in 1951, up to 
the time of the expiration of the options in 1953 at a time when geo- 
logical and geophysical work was required under the law, can you 
submit to us any reports that are in the office showing whether geo- 
logical or geophysical work was done upon those 3 leases during this 
period ¢ 

Mr. Howe tn. I do not know. 

Senator Anperson. Could you supply that information? 

Mr. Howe t. I shall make the best effort to supply it. 

Senator Anprerson. Thank you. 

Mr. Hannertr. Either one of you answer any of these questions in 
the event you have an answer to give to it. It is impossible and im- 
practical, is it not, for any company, or we will tie it to your specific 
company, in a 2-year period in an area such as the San Juan Basin 
to do geological and geophysical work on 100,000 acres ¢ 

Mr. Hamatrn. No, sir. I would say it was not impossible. 

Mr. Hannerr. But we will come to the practical phase of it. Say 
that E] Paso had 90,000 acres or 76,000 acres when the options on 
Sapp and Grambling and Hardie were taken. As a matter of fact, 
on all the acreage which they held, geological and geophysical work 
was not done during the first two periods of their option, was it? 

Mr. Howe tt. I can’t answer whether or not it was done on those 
particular leases. I can say this, Mr. Hannett: that at all times 
geological and geophysical work has been conducted in the San Juan 
Basin area. I do know that in the area close to the location of the 
Sapp leases there was one well drilled on a contract which provided 
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for t he company to earn an interest in acreage by drilling a well. It 

located in this vicinity. The company drilled the well and 

a ted not to acquire any interest in the block on the basis of that 

particular well. Since that time there has been geological and geo- 

Py sical work done in an area toward the western part of the basin. 

Now, as to whether there was a man out on any of these leases, I 
t tell you. 

Mr. Hannetr. That is the information you are going to furnish. 

Mr. Hame.tn. I don’t know whether that information can be fur- 
nished or not. We will attempt to see. 

Mr. Howetx. We can obtain a statement from the people who had 

urge of the geology. 

a received at the time the hearings were printed. ) 

Hannetr. Well, the effect of this course of procedure, either 
vith the attorneys who have taken the leases or your employees who 

: taken these leases is that the company kept itself from having 
ir geable acreage under the lease provisions; is that correct? 

Mr. Howetn. The company takes the acreage under the option pro- 

isions rather than the lease provisions. 

Hannetr. You are not answering my question. I am asking 
you i te the effect, and I think that probably you could answer it yes, 
the effect is that; is that correct ? 

Mr. Hower. Yes, and the effect of taking any option agreement 

to put the acreage under the option provision rather than the lease 
provision. 

' Mr. Hamerrn. But we have the election to hold it under lease or 
hold it under option. Wecan hold 46,080 acres under lease and 200,000 
wcres under option. 

Mr. Hannerr. Under this situation Stanolind, as I recall some of 
the testimony, gave 10 cents an acre to the people who were the “re- 
liable persons” that they mentioned. You, instead of the 10 cents an 
cre, gave them the override; is that it ? 

Mr. Hower. In some instances. W ell, I would say that in many 
instances in which the option has not been purchased that the over- 
ride was given. 

” Mr. Hame.tn. When we acquire a lease, we pay so much for it. It 
might be held under lease or option. The same consideration would 
e paid for either event. 

Mr. Hannerr. I see. In the event you took an immediate assign- 
mel it of the lease from your employee, say, then you would still give 

them the override of a half of 1 percent; is that correct ? 

Mr. Howetx. That is right. 

_ Mr. Hannetr. Now, we have in these reports certain of these in- 

tances where you have taken the options. Can you supply us, or 
are you now informed as to how many instances where it has occurred, 
with your employees or attorneys as the case might be, that you have 
taken an immediate assignment from them over and above the acreage 

which was reflected on your option reports ? 

Mr. Hower. I don’t think I understand your question, Mr. Hannett. 

Mr. Hannerrt. Let me clarify it. With regard to these, we now 
know that you take an option. You have said also that an cay aye 
or perhaps an attorney, when he immediately gets the lease in his 
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name, might give you an assignment of the lease rather than the 
option; is that correct / 

Mr. Howent. I don’t recall an instance at that time. I think that 
probably what you are referring to is in the situation with the Blanco 
in which there was an operating agreement. 

Mr. Hannerr. I am not referring to that. I am not coming to 
operating agreements. I am limiting this at this point to a situation 
where you might have had Mr. Deason, one of your employees—-and 
I believe his initials are C. S.—make an application for a lease and 
I believe, if I recall your testimony correctly, that you might, after he 
has gotten the lease, without taking any option at all have him assign 
it? 

Mr. Howetw. The only leases that Mr. Deason ever filed on are these 
that are shown on that report. 

Mr. Hannerr. Are there other instances where employees of E| 
Paso Natural Gas have been used to file applications for oil and gas 
leases, and El Paso Natural Gas Co. has taken an assignment of the 
lease without taking an option / 

Mr. Howe xt. I don’t know of any. 

Do you know of any, Mr. Hamblin / 

Mr. Hamepurn. There has only been one instance which we reported 
in which employees filed on acreage. That was the one instance 
where Mr. C. S. Deason and Mr. Sam Smith filed. In that case we 
took options. We could have taken an assignment had we elected to 
do so. We elected to take it under option. 

Mr. Hannerr. Do you use reliable personnel in filing on acreage, 
comparable to the manner that Stanolind Oil & Gas Co. does where 
they reimburse them for the original filing fees and pay the rentals 
during the period of time, over and above what appears in your option 
reports ¢ 

Mr. Howeii. We do not. Every holding or claim which the com- 
pany has has been covered by an option agreement and reported. 
There has been no money furnished outside for some reliable person 
to take a lease and hold it. 

Mr. Hannerr. Now, I understand this. I want to be sure that this 
is clear in the record. All rentals, all filing fees are paid by E1] Paso 
Natural Gas Co. in connection with the named attorneys that hereto- 
fore appear in the record. In other words, there is no out-of-pocket 
expense for any of them in connection with these transactions? 

Mr. Howe xt. Pursuant to the provisions of the option agreemenis, 
the company pays the rentals. The attorneys mentioned paid filing 
fees and were reimbursed by the company for payment of the filing 
fees. 

Senator Anperson. Do you have a copy of the original option that 
you took from Sapp, Grambling & Hardie ? 

Mr. Howe... I don’t think we have any copies of those original 
options here. 

Senator ANperson. Do you have a copy of the one you took in 1953! 

Mr. Hamepwin. Senator, we don’t have any copies of options avail- 
able. We can furnish those. 

Senator Anperson. I would want to be sure that I got the exact 
ones that you used with them. These were prepared by you in ad- 
vance and submitted to these three attorneys? 
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Mr. Howextx. We used a form which had been generally used. 

Senator Anperson. Do you have that form here? 

Mr. Howext. I don’t think we have a copy of it here. 

Mr. Hampuin. No, sir. 

Senator Anperson. Did you use the same form when you took the 
option again in 1953? 

Mr. Hamsuin. We have one form of option agreement. There may 
have been slight changes in it over a several-year period, but that 
option form was used for all serene 

Senator AnpeRson. Even when they are successive options? 

Mr. Hamepury. Yes, sir. 

Mr. Howey. I will state this, Senator: that there was no deliberate 
attempt to say that, by changing provisions of the option agreement, 
that it was anything other than a successive option. 

Senator Anprerson. The term “successive” has continued to inter- 
est me of course. That is why I was asking what difference there was 
in it. This is the same option that the man had, all terms and 
conditions remaining exactly alike, but the period has been changed ? 

Mr. Howexxi. Unless during the interim the form had been revised. 
[t is possible that it could have been revised in the interim there. 

Senator Anprerson. Could you supply us with a copy of what you 
signed in 1951 with these three lawyers we have mentioned, Mr. Sapp 
and the others, and a copy of the one which you signed in 1953? 

Mr. Howe... Yes. 

(The material referred to is filed with the committee.) 

Senator Anperson. Why do you not regard that as a renewal? 

Mr. Howexx. I would just repeat in substance the argument that 
went on for the first day of the hearing. 

Senator Anprerson. Yes; I understand. I get a subscription blank 
from a magazine which says, “Why don’t you renew your subscrip- 
tion?” I sign it and it is a new subscription, and I send them a brand 
new check. They think that is a renewal. Perhaps they should re- 
gard that as a successive subscription, not a renewal, 

Mr. Howrtx. The words are yours. 

Senator Anprerson. I am going to have to take it up with some of 
these magazine companies. They have been calling this thing a re- 
newal., They just do not know their business. 

Why would you not think this was a renewal? Did it not renew 
the option ? 

Mr. Howetx. No; it was a new agreement. 

Senator Anperson. All the words, all the facts, all the circum- 
stances remain the same, but there is just a new period of time. 

Mr. Howetu. It was a new agreement. 

Mr. Hannerr. But they were taken prior to the expiration of the 
old agreement; is that right? 

Mr. Howexuz. In some instances, they were, 

Senator Anperson. In these instances they were. 

Mr. Hametrn, In some instances they were taken prior and in some 
instances they were taken for quite a period of time after the original 
option expired. They will vary as much as a month. 

Senator Anperson. There is no significance in the fact that you did 
not—shall I use the word—trust these three Texas lawyers? You got 
your option in advance so that, if they did not give it to you, you 
could have taken the lease assignment yourself. 
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Mr. Hametrn. Unless we contacted them and reached a new agree- 
ment we could not enter into a new option. 

Senator ANDERSON. You did not take a chance on the option run- 
ning out. If they would not take an option you took an assignment, 

Mr. Hamptin. It was stated yesterday that it was a good business- 
like practice. ; 

Senator Anperson. I think that is a good safe business practice, 
My question is does that give you pretty good control over that piece 
of ground, directly or indirectly ? : 

Mr. Hametrn. He might not renew his option. 

Senator Anperson. In that case, as your own testimony has been, 
you just merely take the assignment. 

Mr. Howey. Not necessarily. 

Senator AnpERson. Not necessarily, but practically. 

Proceed. 

Mr. Hannerr. Well, if these persons will not go along with yo 
on the idea of an option and renewed option, a successive option or a 
new option while the other option is outstanding, then you can and 
do in many instances have that lease assigned to somebody else under 
your option, one who will give you a new option; is that correct? 

Mr. Howetx. We do not do that now. 

Mr. Hannetr. When did you do it? 

Mr. Howe.u. We did it at a time when we were acquiring acreage 
in the Blanco development agreement, and the options were expiring. 
We directed assignment to people who would give the operating 
agreement. 

Mr. Hannetr. Then was there any consideration passed from E| 
Paso Natural Gas Co. to the person who was designated under your 
exercise of the option who in turn was going to give the operating 
agreement ? 

Mr. Howe. The overriding royalty that has been mentioned. 

Mr. Hannetr. Well, of course, that type situation might not appear 
on your option report. Mr. Howell, where you designated, or you 
exercised your option and pushed the lease over to a new name, to a 
person who was entering into an operating agreement, did the receipt 
of the assignment of the lease in this new party, your nominee, and 
an operating agreement occur concurrently ¢ 

Mr. Howe t. I would think so. 

Mr. Hannetr. Do you know whether or not it. did? 

Mr. HoweEu. It would be concurrently, or within the period of time 
in which it took to draw papers. What we are doing, Mr. Hannett, 
there was a bottleneck to move, to pass leases through into the develop- 
ment contract area, and as quickly as it was physically possible to do 
so in those instances, the assignments were made, operating agree- 
ments executed, papers prepared, with reports covering the changes 
that had occurred, and submitted to the Bureau of Land Management. 

Mr. Hannetr. During the period of time that these papers were 
being drawn, that is, for the operating agreement, this nominee was 
under your control, wasn’t he, the nominee to whom this lease had 
been assigned ? 

Mr. Howerx. That is a matter that could be argued pro or con. 
Practically, I would say “Yes.” 
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Mr. Hannett. He would be a reliable person whom you knew was 
ot going to give somebody else an option on that lease while you 
were , working out a development contract; isn’t that correct? 

Mr. Howetu. Yes; I think so. 

Mr. HANNETT?. So therefore, he was a biddable person as far as 
£] Paso Natural Gas was concerned ? 

Mr. Howe.u. Well, we had an understanding with him that he 
would give the operating agreement or the option agreement in those 
cases that we have called attention to here. 

Mr. Hannertr. Or he would give you an assignment of a lease if 
you wanted it, in the event you couldn’t work out an operating agree- 

mas while this was being held by him; isn’t that right ? 
-. Howeti. That was usually concurrently. ‘I can’t recall an in- 
tance in which there was any delay that would be of any significance 
whatsoever, Mr. Hannett. 

Senator ANDERSON. What is the situation on these three leases now, 
the Sapp, the Hardie, and Grambling leases? Are they still being 
held under option ? 

Mr. Howe... The situation shown on the July report is exactly the 
same, or June 30. 

Senator ANDERSON. Are these three lawyers still the owners of rec- 
ord of these leases ? 

Mr. Howetu. Yes,:sir. 

senior ANDERSON. Has there been any development on these lands ? 

Hower. There has been no development on the lands cov- 
ere . oe these particular leases. 

Senator ANDERSON. Has there been any drilling on them in the 5 
or 6 years ¢ 

Mr. Howrtx. There has been none on these option agreements. 

Senator ANpERSON. Someone else had a lease on this land prior to 
the time Mr. Sapp acquired it. Had he drilled on the land at all? 

Mr. Howey. No; he had not. 

Senator ANDERSON. Do you know how long the land has been, then, 
inder continuous lease either by the original owner or by his suc- 

cessors, Mr. Sapp and others ? 

Mr. HamBiin. There are several leases in Mr. Sapp’s name. 

Senator ANprrson. Let’s deal with these three that we have been 
dealing with, where the options you took are dated September 1951. 
Do you happen to know how long that lease has been in effect? 

Mr. Hampturn. In the instances in Mr. Sapp’s name the leases were 
lated September 1,1947. They will expire in 1957. 

Senator ANpeRrsoN. So they run out, then, ina year orso? Septem- 
er of next year ¢ 

Mr. HamBuin. Yes. 

Senator ANDERSON. Unless you have production on them, that ends 
that 2 

“Mr. Howenn. That is correct. 

Senator Anperson. They have been, then, under 1 lease for some 
| years and has there been no geological or geophysical work done 
luring that time? 

Mr. Hampiin. There has been some drilling in the area and at the 
present time we are contracting to have a well drilled on one of these 
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Senator Anprerson. Are the three leases put together in an oper- 
ating agreement of any kind ? 

Mr. Hampurn. The leases on Mr. Sapp’s name are still held under 
option, by option agreement. 

Senator Anperson. Will Mr. Sapp and Mr. Grambling and Mr, 
Hardie get together and sign an operating agreement on these 3 so 
that 1 drilling will hold all 3 of them again ? 

Mr. Howetx. No, not unless the area is designated for unitizat ion, 
which would require the agreement, of course, of all of the operators 
in the particular area. I think I can state this, Senator Anderson: 
That prior to any drilling on that, the option would be exercised and 
the lease transferred to the c ompany and the company taking a charge- 
ability for the lease. 

Senator Anperson. What is your situation now on lease acreage in 
New Mexico? 

Mr. Howe. The company has some- 

Senator Anperson. 39,000 lease acres? 

Mr. Howe tt. 39,000, and the lease that would be drilled on would 
probably not be in excess of 2,500. 

Senator Anprrson. These leases that he has are only 2,500 acres, 
each one of them? 

Mr. Hameuin. Approximately 2,560 acres. 

Senator Anprerson. They are standard four sections? 

Mr. Hametrn. Yes, sir. 

Senator Anprrson. I thought he had more than one lease. 

Mr. Howett. If any lease is drilled on, Senator, any of the leases, 
the lease would be assigned to the company, I am sure. 

Mr. Hannetr. They have in excess of 10,000 acres in the name of 
Sapp alone. Is that correct? 

Mr. Howett. Yes. 

Mr. Hameptrn. Each lease in the absence of production will expire 
in 1957. 

Senator Anprrson. Are these leases in areas that are contiguous to 
each other at all? 

Mr. Hameptin. Yes, sir; they are. 

Senator Anperson. So you could apply for unitization agreement?! 

Mr. Hametin. Possibly. 

Senator ANDERSON. On the theory that you have been working, you 
don’t have to have production to get a unitization agreement, or an 
operating agreement ? 

Mr. Hametry. I can state that there will be some wells drilled prob- 
ably on these leases next year. 

Senator Anperson. Prior to the expiration of the lease. By an 
operating agreement, you could hold all of the leases of Mr. Sapp, 
Mr. Hardie, and others. 

Mr. Hametrin. One well would have to be drilled on each lease in 
the absence of committing all of the leases to a unit agreement or de- 
velopment. , 

Senator Annerson. On a unit agreement you can’t hold other acre- 
age than the acreage drilled on by a producing well ? 

“Mr. Haneeurs. I say in the absence of committing those leases to 
a unit agreement or development contract. 

Senator ANprerson. El Paso is the actual owner of them. Why 
would there be any difficulty in committing them ? 
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Mr. Howetu. Senator, I think I can answer that and probably try 
to ‘clarify the distinction between the development agreement and 
the unit agreement. 

Under the development agreement, each lease had to be drilled prior 
to its expiration. There were none of the provisions contained in the 
unit agreement whereby shoes on the unit will keep the leases 

alive. Each lease had to have production prior to its expiration or it 
woul expire, and I think it extremely doubtful that the condition in 
his particular area is such that a development agreement would be 
sppreved by the Department. 

The only possibility would be the possibility of unitization, which 
would require the determination by the Department of an appropriate 
area and then the acquiescence of both the royalty owners or lessors, 
and the lessees of a sufficient portion of that area to constitute ef- 
fective control. This particular area does not appear to lie on that 
blanket sand where that township-type unit agreement has been 
prevalent. 

Senator ANpERSON. However, if you have your own friends to whom 
you have given this acreage, these royalty owners, the only override 
there is on it, the Government being the only other royalty owner, 
and you have control of these leases by assignments, what difliculty 
are you going to have in getting a unitization agreement ? 

Mr. Howexn. Because ver v frequently you will find either fee lands 
or State lands that are interspersed. Of course, by the royalty owner 
we mean only the Government, the Government on Federal leases, 
the State on State leases, and the landowner on fee land leases. 

Senator Anperson. Is there much fee land in the area where these 
are ¢ 

Mr. Howeiz. IT would say there is not a great deal, but generally 
throughout the basin there is some 10 to 15 percent and it is sometimes 
as high as 20 percent of State and fee lands. 

Senator Anprerson. Has the State, however, not almost uniformly 
gone along on unitization agreements ? 

Mr. Howetx. The State has. 

Senator Anprerson. So that presents no problem. 

Mr. Hower. Well, it does in this instance, Senator: If the lessee 
trom the State refuses to unitize his land, then that would keep that 

land out of the unit agreement. It requires the agreement of both the 
lessor and the lessee to bring the land into a unit agreement. 

Senator AnpeErson. I asked earlier if this land was contiguous to 
each other. There are areas up there where there is no State land. 
The old section 16, section 36, and so on are deeded to the State; is 
that not correct ? 

Mr. Hameur. I believe in this area there is State land and also 
Indian land. It would be a considerable problem to unitize in this 
area. 

Senator Anperson. Do you know of a unitization proposal that 
has been rejected by the Department of the Interior in this area 

Mr. Howertn. I don’t know of one that has been rejected there. 

Senator Anprrson. Have you ever made application for one and 
had it rejected by the Department? ¢ 

Mr. Hampuin. Yes, sir. 

Senator Anperson. I mean El] Paso Natural has? 

Mr. Hamepran. Yes, sir. 
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Senator Anperson. When was that? 

Mr. Hameuin. Our Price unit was submitted for approval approxi- 
mately 18 months ago and was rejected. 

Mr. Howe. That is in Utah. 

Senator Anperson. Let me go back and ask it again, then. Do you 
know of one in the State of New Mexico that has been rejected by 
the Department of the Interior ? F 

Mr. Howe... Yes. 

Senator Anperson. In this area? 

Mr. Howe. In the San Juan Basin. The initial efforts at unitiz. 
ing the San Juan Basin were generally rejected. 

Mr. Hamswiy. I also know of several on which the working interest 
owners have been unable to get together and unitize several blocks, 
They have been unable to work out an agreement between themselves, 
so it hasn’t progressed so far as even going to the Department of 
the Interior. 

Senator Anprrson. I have no more questions. 

Mr. Hannetrt. Is this a fair statement, Mr. Howell and Mr. Han- 
blin: That whenever in your option reports it appears that the only 
override is one-half of 1 percent, the consideration for that lease has 
moved solely from El] Paso Natural Gas Co. ? 

Mr. Howe x. No, it is not a fair statement. There are many 
leases that we have acquired through drilling operations in which 
there is a one-half of 1 percent override to some person that we know 
nothing about. 

Mr. Hannetr. Where your interest is 99.5 percent, and the only 
outstanding override is 0.5 percent, or one-half of 1 percent, is it a 
fair statement that in those instances 

Mr. Howe... It is not, because in many instances we have pur- 
chased leases from brokers and have set a price per acre that we would 
pay for leases for options on there, so much per acre, plus one-half of 
1 percent override. 

I think, Mr. Hannett, that we have covered all of the situations 
in which there has been any control other than the purchase from 
brokers, and we have in all instances reported the option promptly. 
We face a considerable problem in the development of gas. We.can’t 
speak for the problems of the oil companies, but it takes time—and 
I would like just to make this statement to cover the situation for 
consideration as to the handling of option agreements—it takes con- 
siderable time to work out a gas reserve that will justify a pipeline. 

Now, when an oil well is drilled and begins to produce, the operator 
can begin to market oil within a reasonably short time. 

Senator Anperson. Not always through a pipeline, however. 

Mr. Howerr. No. It can back up a truck, flow oil in tanks, and 
truck the oil to a market place, but with gas, about the only way that 
has been found to market gas is through pipelines, and before you 
can build a pipeline, you have to establish the adequacy of the re- 
serve. 

Now, we have the situation, the Pinedale unit in Wyoming. It 
is unitized and we have acquired by purchase and by drilling an in- 
terest in that unit. I am sure that the work that has gone on there 
has covered in excess of 5 years without the marketing of a foot of 
gas and we still don’t know whether there is a gas reservoir. 
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That isn’t bothering, because it was possible to unitize in that 
particular area, and so the provisions of the unit agreement have the 
beneficial effect of protecting the public interest by giving a good, 
thorough exploration and examination of the area and permit the 
expenditure of large sums of money to go in and try to develop that 

iatural resource. 

I am sure the reason that sometimes there have been renewals, or 
there have been transfers of an option agreement and a renewal ‘ob- 

Lined from the new party, would be the fact that the original option 
rgreement at the time of acquisition by the company was about to 
ex : re, and it takes time to put a unit together. 

n order to keep that from being broken up in the meantime, that 
was done. In practically every instance where leases have been ac- 
quired, there has been an exploratory well drilled and as a result of 
drilling the exploratory well, either the leases have been taken by the 
company, or the option agreements have been surrendered to the United 
States or returned to the persons from whom the company acquired 
the interest. 

Now, that is exclusive of the situation that I talked about in the San 
Juan Basin, where the acquisition of reserves from a number of dif- 
ferent companies presented the problem of putting blocks of acreage 
into a condition in which it could be held as a reserve for the pipeline. 

Senator AnpEerRsoN.* May I just say, Mr. Howell, that I know a little 
something of some of the problems that the El Paso Natural has gone 
through in trying to build pipelines to provide a much better market 
for New Mexico gas than has heretofore obtained, and while some of 
the questions f that have been directed to you, I know, sounded hostile, 
I want you to understand that one of the things we are trying to do in 
this instance is to have a record as to what should be developed in con- 
nection with oil and gas legislation. 

The act of 1954 was passed with almost no hearings, as far as the 
Senate was concerned, at least. There was nothing that gave us any 
understanding of what the terms in the law meant. The legislative his- 
tory of the act of 1946 has been pretty carefully combed these last 
few days to try to find out what the Members of Congress thought they 
were doing when they y put in permission for these options, for which 
there had been no permission heretofore, and pretty carefully combed 
to find out what nonrenewable means, and even all the other statutes 
of this Government are now being searched to try to find if anybody 
knows what nonrenewable means. It is a pretty hard problem and 
therefore, I thought since we were having this Leasing we ought to 
try to develop an understanding of what some of the problems are as 
well as what some of the practices are, so that if it comes again to the 
Senate Committee on Interior and Insular Affairs, we can have some 
background information without the necessity of long hearings in 
Washington, which are always hurried and which take people a long 
way away from their work. 

Therefore, more questions have been probably asked of Ei Paso Nat- 
ral today than might ordinarily be asked in just an ordinary hearing. 

Mr. Howe. Senator, I thank you for the courtesy that has been 

shown and make this suggestion: That because of the essential differ- 
nce in the substances the Congress might well look at the probabilities 
of having provisions that are applicable to the development of gas re- 
serves as distinguished from oil reserves. 
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There are several differences of substance. One, for example, the 
depletion rate in the gas area is generally much slower than in an 
oil area. We are still produci ing from some of the wells that were 
initially produced in Lea County, and we made contracts with the 
operators back in 1928, and I doubt if there are many oil wells that 
were producing at that time which wells are still producing. 

Now, if chargeability remains in an operator in gas properties, if 
it cannot be relieved of acreage chargeability in some manner or an- 
other, it will just slowly work itself into extinction, and it would 
certainly seem reasonable that as to producing properties, the limita- 
tion be removed, if it not be removed generally, and that would set 
into two groups: That property which had been dev eloped and upon 
which the Government was getting royalties, and it would seem to 
me to be in the public interest to have an area in which there was an, 
inducement to go out and explore and find oil and gas. 

Senator AnpErson. I am glad to have that suggestion. Again, | 
say I do think there may be a difference in the question of gas and 
oil with reference to ac reage because of this question of developing 
long pipelines and it may be necessary to block up enough acreage 
in some sort of control to justify the construction of a pipeline. 

That is one of the things we hope to find out. We are, therefore, 
glad to have that expression of opinion. Subsequently, oil operators 
may say, “No; we are in exactly the same position. All acreage lim- 
itations should go,” and you have heard that suggestion being made 
here, and I frankly hope we will find out how many people feel that 
certain things need to be done and how many feel something else 
might need to be done, because I assume this matter is coming back 
to the Congress in the next session. 

We will start this afternoon with Humble Oil & Refining Co. 

We will resume at 2 o’clock. 

(Whereupon, at 12 noon, the subcommittee recessed, to reconvene 
at 2 p. m. the same day.) 


AFTER RECESS 


(The subcommittee reconvened at 2:05 p. m., Hon. Clinton P. 
Anderson, chairman, presiding. ) 

Senator Anpgerson. The hearing will be in order. 

Mr. Hannetr. For the purposes of the record the witnesses here 
are Mr. M. W. Hankinson and Mr. Lloyd O. Waldron. 


FURTHER TESTIMONY OF LLOYD 0. WALDRON, DISTRICT LANDMAN, 
HUMBLE OIL & REFINING CO., ROSWELL, N. MEX., ACCOMPANIED 
BY M. W. HANKINSON, ASSISTANT CHIEF LAND MANAGER, 
HUMBLE OIL & REFINING CO., HOUSTON, TEX. 


Mr. Hannerr. Mr. Hankinson, what is your capacity with Humble 
Oil & Refining Co. ? 

Mr. Hankinson. Assistant chief land manager. 

Mr. Hannerr. For Humble Oil Co.? 

Mr. Hankinson. Humble Oil & Refining Co.; yes. 

Senator Anprrson. Is Humble a wholly owned subsidiary of any 
other company? Is it almost? 

Mr. Hankinson. Eighty-seven percent. 
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Senator ANpEerson. Owned by Standard? 

Mr. Hankinson. Standard. 

Senator ANDERSON. Who owns Carter? 

Vr. Hankinson. Standard of New Jersey. 

Senator Anprerson. Therefore, Standard of New Jersey actually 
owns both Humble and Carter? 

Mr. Hanxrnson. I cannot answer that. I would say, “No.” 

Mr. Hannerr. Humble has no subsidiaries ? 

Mr. Hankinson. The Humble Pipeline Co. 

Mr. Hannerr. That does not deal in Federal oil and gas in any way ? 

Mr. Hankinson. No. 

Senator ANDERSON. Do I understand, now, that Carter is owned by 
Standard of New Jersey ? 

Mr. Hanxtnson. Yes. 

Senator ANDERSON. And Humble is owned 87 percent by Standard 
of New Jersey ¢ 

Mr. Hankinson, Yes. 

Senator Anperson. Did I understand you to say that that would 
make no difference ? 

Mr. Hanxinson. I would say it would not. They operate inde- 
pendently in every way and respect. 

Mr. Hannerr. Do you have to furnish the information from your 
company to Standard of New Jersey to make reports ? 

Mr. Hanxrnson. No, sir. 

Senator Anperson. Who owns the rest of Humble? 

Mr. Hanxryson. It is privately owned stock. Owned by the gen- 
eral public. 

Mr. Hannerr. Do you know whether Carter makes reports to 
Standard ? 

Mr. Hanxinson. I know nothing about Carter. 

Senator Anperson. Carter is wholly owned. There is no stock in 
that at all? 

Mr. Hankinson. That is my understanding. 

Mr. Hannerr. Humble Oil & Refining Co. has been in the State 

f New Mexico dealing with Federal oil and gas leases for how long? 

ied Watpron. [ would say since sometime in the 1920’s. There 
were very few of them. 

Mr. Hannerr. Your interest at that time was limited to oil interests 
in the early days? 

Mr. Waxpron. Oil and gas. 

Mr. Hannert. Oil and gas both? 

Mr. Waxpron. I do not know what they did with the gas if they 
made a gas discovery during those days. I don’t know whether they 
had any market for it, or not. 

Mr. Hannert. What other areas in the Rocky Mountain area are 
you interested in and eee: in, other than New Mexico? 

Mr. Watpron. Arizona, California, Washington and Oregon. 

Mr. Hannerr. You have not been dealing in the Dakotas, Montana, 
or Wyoming ? 

Mr. Watpron. No, sir. 

Mr. Hannerr. Do you have holdings in Colorado? 

Mr. Watpron. No, sir. 

Mr. Hannetrr. Where are your primary interests? 





248 ACREAGE LIMITATIONS 


Mr. Wapron. In the Rocky Mountain region I would say New 
Mexico would be the most of it. 

Mr. Hannetr. Do you also have interests in the gulf area? 

Mr. Watpron. Yes, sir. 

Senator Anperson. Including Salt Lake? 

Mr. Wapron. That is right? 

Mr. Hannetr. Have you used employees for the purpose of filing 
on acreage ¢ . 

Mr. Wa.pron. No, sir. 

Mr. Hannerr. At any time? 

Mr. Wa.pron. Not to my knowledge. 

Mr. Hannerr. How do you handle your acquisition of Federal 
land ? 

Mr. Ww ALDRON. Usually if it occurs in any size of territory they 
would give us a recommended area. Our geologist will give us an 
outline on a map, saying “I would like to have leases within this 
area,” and they will give us a recommended tops, or an authorized 
tops, that we can pay for the leases. 

I will call in a broker, one I think is a man who has good experience 
and gives us some acreage. We give him that top and tell him to go 
out and acquire it for us. That would cover fee, State and Federal! 
acreage, or any classification that would be on his geological prospect. 

Mr. Hannert. Does he take that acreage in his name and you re- 
port it on his option acreage ? 

Mr. Watpron. Not always. We leave that entirely up to him. 
We are trading with him as a brokerage firm. 

Senator ANnprerson. How was that? You leave it up to him, 
whether he takes it in his own name, somebody else’s name, or your 
own name? 

Mr. Watpron. We want options delivered to us that our attorney 
can prove title on and that is as far as we can go. 

Senator AnpERSON. You want options delivered to you? 

Mr. Wapron. Options, or sometimes we want leases. 

Senator ANDERSON. You say you leave it up to him. Does he deter- 
mine your policy ? 

Mr. Watpron. If it is in a larger area, say the discovery was as 
much as 4 or 5 square miles, we tell him that we want options on it 
in most cases. 

Senator ANperson. In most cases? 

Mr. Watpron. When they come from him, or whoever they come 
from. Sometimes we have options come to us from individuals, where 
there is not very much open acreage, and they will come direct to 
Humble from the original lessee. 

Senator AnpErson. But you want options as a general rule? 

Mr. Warpron. Yes, sir. 

Mr. Hannetr. You said that your geologist recommends an ares 
to you in which to acquire acreage ¢ 

Mr. Waupron. Yes. 

Mr. Hannerr. Have you already done geological or geophysical 
work there, or is it a situation where you are getting geological and 
geophysical information from other companies, or from loggers 
wells, or whatever else has been done in the area? 
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Mr. Watpron. Sometimes I believe we have done some work and 
want to do more work. Sometimes there might be an oil well that we 
think is looking good and we would like to have some acreage, but 
before we drill the oil well we do subsurface work and in most cases 
we will use seismograph. 

Mr. Hannetr. Who is James I. Riddle? 

Mr. Watpron. James I. Riddle? I never heard of him. 

Mr. Hannerr. Do you know him, Mr. Hankinson ? 

Mr. Hankinson. Yes. 

Mr. Hannetr. At least his name appears as having given option 
1o Humble Oil & Refining Co. 

Mr. Hanxrnson. James I. Riddle is an independent oil operator in 
Houston who was with Humble until 1942, or 1943. He has been on 
his own since that day. 

Mr. Hannert. Again, for the purposes of record, I have here the 
yption reports furnished at the request of Mr. Redwine, a member of 
the staff, from 1946 through 1956, for the Humble Oil & Refining Co. 

[ refer at this point to the reports of your acreage in Louisiana for 
the period of December 31, 1947, in which the name James I. Riddle 
ippears on a report of all the acreage from the State of Louisiana 
for the period of that time; is that correct ? 

Mr. Hankinson. Yes. 

Mr. Hannerr. You do not show on your reports what, if any, over- 
riding royalty remains on that, do you? 

Mr. Hanxtnson. No, sir. 

Mr. Hannetr. Do you know how the method of acquisition of this 
acreage from James 1. Riddle was handled ¢ 

Mr. Hanxrnson. No, I certainly do not. 

Mr. Hannert. I note on your report of December 31, 1947 that 
the date of your option is given as October 16, 1947, with an expira- 
tion date of October 16, 1949. Is that correct ? 

Mr. Hanxrnson. Yes, sir. 

Mr. Hannerr. Then I refer to your option report of December 31, 
1952, and ask you to look at that and see if that does not cover the 
same leases which appear on your option report for 1947. 

Mr. Hankinson. Yes, sir; three of them are. 

Mr. Hannerr. On the second one, the report for 1952, I notice that 
the option date is October 16, 1947, but you now have the expiration 
date instead of October 16, 1952, as in your previous report, it now 
ippears as the date of issuance of the lease, is that correct / 

Mr. Hankinson. Yes, sir. 

Mr. Hawnerr. Do I understand, then, that you took an option in 
1947, and in 1952 that lease still has not been issued ? 

Mr. Hanxrneson. That is right. 

{ think Mr. Smith can answer that. 

Mr. Hannerr. Mr. Smith, will you come up please. 

Senator ANDERSON. Do you solemnly swear that the testimony you 
shall give before this subcommittee of the Senate Committee on In- 
erior and Insular Affairs will be the truth, the whole truth, and 

othing but the truth, so help you God? 

Mr. Suirn. I do. 
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TESTIMONY OF E. Q@. SMITH, ASSISTANT CHIEF TITLE MAN, 
HUMBLE OIL & REFINING CO. 


Mr. Hannerr. Mr. Smith, can you explain that situation? 

Mr. Smiru. Yes, sir. In answer to your last question, these appli- 
cations for those States generally east of the Mississippi River, along 
in there, file in Washington. Their office work is many years behind. 
We have applications that have been filed back to this date that are 
still unworked. 

In answer to a prior question, as I recall, your options were in 1947 
for a flat 2 years. Subsequently, the law was changed to make them 
2 years from date of issuance of the lease. 

Senator ANprrson. Law or regulation ¢ 

Mr. Smiru. Whichever it was, law or regulation. 

Senator Anperson. I am asking you. 

Mr. Smrru. I do not know, sir. 

Senator ANpEerson. The law was not changed, was it? 

Mr. Sairu. I do not know, sir. I would probably assume it was a 
regulation. 

Mr. Hannert. Therefore, that still carried as option acreage charge- 
able to you, although no lease was issued during that period of time, 
is that right ? 

Mr. Smrru. Yes, 

Mr. Hannetr. Do you know whether or not, or any of you know, 
any geological or geophy sical work has been done on that area ? 

Mr. Smrru. No, sir, | would not know personally. We have another 
man here that might know. 

As a suggestion here, I can give you our total acreage in Louisiana 
at that time, which might be material. 

Mr. Hannert. Would you, please. 

Mr. Smirn. As of August 2, 1948, we had no direct holdings of 
leases or applications in Louisiana. On that same date we had 
13,627 acres of options. 

Mr. Hannetr. But there is nobody here, then, who can answer 
the question of whether or not any geological or geophysical work was 
done during that first 2-year period ? 

Mr. Smrru. We do not tie it down to area. 

Mr. Hannetr. Let us go to this situation where you say that you 
have filed these lease applications, or lease applications are filed by 
Mr. Riddle in this instance, and it takes him years to get them 
processed. What agency are they filed with / 

Mr. Smiru. At that time they were filed with the Bureau of Land 
Management in Washington and they processed public domain and 
acquired lands both. Later the public domain was decentralized to 
the States and the acquired lands, too 

For these particular States there has been later decentralization to 
what they call the Eastern States Land Office of the Bureau of Land 
Management in Washington, but they are very far behind in working 
applications. 

Mr. Hannetr. Do you know, offhand, as to when was the earliest 
application in which Humble has gotten some kind of interest by 0))- 
tion that was still pending there ? 

Mr. Smirn. I can check it very quickly. 
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Mir. HANNETTY. While you are checking, I would like to dictate into 
‘ord the numbers of these leases. 

These are BLM serial Nos. 013432, the early one, 013433, 0134: 4. 

13435, 013486. It appears on your 1952 report, December 31. that 
} through 013436 inclusive were still under option. 

Do vou find that 4 

Senator Anperson. Will you identify when those leases were 
ssued, 

Mr. Hannerr. I am coming back to that, Senator. 

Mr. Surrn. I think that Riddle’s application may be about the 

lest. We have 4 Riddle applications, leases now issued on 3. There 
s still one, I believe, that we have not heard from. 

Senator ANDERSON. When were they filed ¢ 

Mr. Hannerr. The option date is October 16, 1947. 

Do you know when the application was filed ? 

Mr. Smrru. That is it, sir. If you look at this last statement of 
ours, it is June 30, 1956. 

Incidentally, they were filed and given BLM numbers. The leases, 
when they were issued, were BLM- A, or acquired land, so these leases 

acquired land. 

Me Hannetr. They are acquired lands? 

Mr. Hankinson. These are all acquired lands. 

Senator Anperson: I am trying to find out when they were filed 
and how long it is going to take to get them through. 

Mr. Smrru. As personal experience I have been up there checking 
on some of these, and they just do not have the personnel to work 
these in the State land office. You can, in fact, get them made special, 
but they are many months behind on what they would call their 
special work. 

Senator Anprerson. Does the record show yet when these were ap- 
plied for? 

Mr. Smirn. October 16, 1947, will be within a few days of it. That 
is the option date. 

Senator Anperson. An application is made for lease in October of 
1947 and one of the cases here in 1956 you have not yet reached it. 

Mr. Surru. I have no record of a lease having been issued to Hum- 
ble on BLM-—A 413046. The option date was April 18, 1947. 

Senator Anprerson. Then 9 years later the lease has not been issued. 
Does that involve any friendly persuasion on the part of anyone to 
have the land office hold back ? 

Mr. Smrrn. No, sir. These have been standing so long sometimes 

e pass over the area and lose interest in them and they are dormant. 
We have had that situation. There has been no pressure either to 
get the lease issued, or not to issue the lease. 

Mr. Hanyerr. Do you find that the same situation occurs with 
regard to puvlic domain lands in the Eastern States ? 

Mr. Smrru. That has been generally true, but not as bad because 
the public domain has been more decentralized to the land offices like 

Santa Fe, and I understand they process within a reasonable time, 

Mr, Hannerr, Approximately how long does it take to get one 
through the Santa Fe office? 

Mr. Waxpron. Ordinarily, I have noticed these weekly takeoffs 
that are sent out by abstracters in Santa Fe. Unless there is duplicate 
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filing, or something of that nature to hold it up, if you made an ap. 
plication say on the 10th of September the lease would possibly be 
issued as of October 1. The date of the lease will be the Ist day of 
the month following the date of the application. That is, in mos 
cases when there is no conflict. 

Senator Anprerson. These you say are acquired lands. Are these 
connected with military installations such as Barksdale, and others’ 

Mr. Sarru. No, sir, I would say most of them are national forests, 

Mr. Hannerr. During the period 1946 through 1948, was the prac. 
tice in the land officer here at Santa Fe to get them out as rapidly as 
they do now, or was there such a volume of applications 

Mr. Waxpron. There was a large volume of applications and in 
many cases they were dragged on for years before they were issued. 

Mr. Hannerr. How many years? 

Mr. Waupron. Three or four years. If there was a conflict it 
seemed to me it would sag. If you and I both filed on 2,460 acres of 
lease at the same time, and you filed on a portion of the acreage that 
I had filed on, they would not issue either lease. They would put 
those back. That is my understanding of it from people with whom 
I have dealt. 

Mr. Hannerr. I notice the name of A. C. Felt throughout your 
option report. Who is A. C. Felt? 

Mr. Hanxrnson. He is a lease broker. 

Mr. Hannerr. Does he acquire leases? Do you ask him to go out 
and acquire leases for you? 

Mr. Hanxrnson. Well, we follow the same procedure of an outlined 
plot of areas. Mr. Felt buys leases of all kinds for us; yes. 

Mr. Hannerr. Does the consideration for the lease itself move 
from Humble Oil & Refining Co. to the holder of the lease, or does 
the broker have to put up his own money to get that? 

Mr. Hanxrnson. Until January of 1952, we considered it within 
the scope of the regulations that we could put up the money and pre- 
pare the applications. At that time there was a ruling, I believe in 
Utah, and we reexamined our policy, and in October of the same 
year issued new instructions to all our men that from that time on it 
must be as best they could an arms’ length operation; the broker must 
use his own money, and prepare his own papers. 

Mr. Hannerr. And prior to that time you had been following a 
comparable policy to that set forth by Stanolind or by El Paso Nat- 
ural Gas Co.; is that correct ? 

Mr. Hanxinson. Well, no; I can say not. No, wedid not. May! 
see this statement that you refer to with A. C. Felt? 

Mr. Hannert. I am just picking it out as a name. 

Mr. Smirn. You realize you are talking about both acquired and 
public domain lands, and you are going from one to the other. 

Mr. Hannerr. I know that. I will have to pick that out. I didn't 
have that marked. 

Mr. Hanxinson. I think you will find that acquired land, but I 
think that is neither here nor there insofar as our company policy is 
concerned prior to October of 1952. 

Mr. Smirx. You were looking at Florida and Alabama and there 
is one in Prairie County, Miss. 


oe Hannert. You found some in your records more rapidly than 
I have. 
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Vir. Smiru. I have a little index here. 

Mr. Hannerr. When he was used in Florida as a broker, is that 
right ? 

Mr. Hankinson. Yes, sir. 

Mr. Hannert. And was that prior to 1952? 

Mr. Surrn. May I answer the question ? 

Mr. Hannetr. Yes. 

Mr. Smiru. In February of 1952 there was quite a large lease play 

| Florida and Alabama, quite a number of filings on the national 
forest lands. At that time we called in a number of brokers, told 
them the lands to be filed on, and took options on their filings. 

We used Mr. Felt at that time in that manner. We subsequently 
have used Mr. Felt in another manner and have taken options under 
which he has put up all the moneys and we have paid him certainly a 
bona fide consideration for an option agreement. 

Mr. Hannerr. And those are on acquired land ? 

Mr. SmirH. Yes, sir. 

Mr. Hannett. In the State of Florida? 

Mr. Smirx. Florida, Alabama, and Louisiana. 

Senator ANpERsON. Where does Mr. Felt live? 

Mr. Smiru. He is in Houston, Tex. 

Senator ANpEerson. I notice that he has about 10,000 acres of land 
in Florida on your option basis. Does he work for anybody except 
you d 
' Mr. Smirx. Yes, sir. He is a lease broker, in general business. 

Senator ANnpErson. Do you know whether he had any leases in 
Florida ? 

Mr. SmitH. That was explained by him. He didn’t have any that 
he told us about. 

Senator AnpErson. Who is Mr. John M. Byers? 

Mr. Sir. He is another lease broker in Houston. 

Senator Anperson. Who is W. B. Baker? 

Mr. Smrru. He is a lease broker and attorney in Houston. He is 
not an employee of Humble. 

Senator Anperson. Did you check Mr. Baker to see whether he 
was over or above the amount of land that he was allowed to have 
in any one State ? 

Mr. Smirn. Yes, sir. All of these men you mentioned never had 
any contact before with Federal lands. They didn’t really know any- 
thing about it. 

Senator ANpERsoN. How much was he allowed to have in 1952? 

Mr. SmirH. 15,360 acres, I believe. 

Senator ANperson. He didn’t know much about it, but he knew 
enough to come out almost to the acre, didn’t he? 

Mr. Smiru. We pointed out the acreage. 

Senator ANperSON. You guided him in this transaction ? 

Mr. Smirx, Yes, sir. 

Senator ANpERson. Did you supply the money in this transaction? 

Mr. Smirn. Yes, sir. 

Senator ANDERSON. Did you file for him ? 

Mr. Smirx. We filed for him; yes, sir. 

Senator ANDERSON. In Washington ? 

Mr. Smirn. Yes, sir. I filed the applications myselé 
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Senator ANpeRson. Did you file a Humble Oil & Refining check 
for him? 

Mr. Smrru. No, sir. 

Senator ANperson. Did he file his own check ? 

Mr. Smirn. Yes, sir. 

Senator AnpeRson. Who is W. L. K. Trotter? 

Mr. Smiru. He is a lease broker in Houston. 

Senator ANnperson. He filed for a substantial amount. 

Mr. Smirn. Yes, sir. There is a group there. 

Senator ANpERsSoN. Who is Harris G. Anderson / 

Mr. Smirn. He lives in Florida or Alabama. I am not sure. Do 
you happen to know? 

Mr. Hankinson. No, I don’t. 

Mr. Smirn. I think e is a lease broker who lives over in Florida, 

Mr. Hankinson. I think all of that will follow substantially the 
same pattern. That was our policy and our law department felt we 
could do it at that time. 

Senator Anperson. Who is Chauncey Moore? 

Mr. HaANKINSON. He is vs attorney in Mobile. 

Senator ANperson. And J. T. Mackey? 

Mr. Surry. He is a Houston lease broker. 

Senator ANpERsSON. So that, in effect, you obtained through 4 or 5 
people 98,000 acres of land in Florida at that time? 

Mr. Suiru. Yes, sir. 

Mr. Hannert. Then as I understand it from your testimony at 
this point, up through into 1952 when this opinion came out—is that 

1e DiRocco case which we referred to? 

Mr. Smirn. Yes, sir. 

Mr. Hannerr. Up until that time you had followed a practice that 
was comparable to that followed by El Paso Natural and Stanolind; 
is that right ? 

Mr. Hankinson, I didn’t hear the Stanolind testimony, but cer- 
tainly I can say thet we didn’t follow the practice of what I heard 
this morning. 

Mr. Hannerr. At least you filed applications in other people's 
names and took options on them and the money, in effect came from 
Humble Oil & Refining Co. That is up to 1952. 

Mr. HANKrNSON. Yes. 

Senator Anperson. Didn't we have a statement that you filed this 
application in Washington ? 

Mr. Suirir. This particular group; yes, sir. 

Senator Anperson. You filed for Mr. Felt? 

Mr. Smiru. They are all dated in a space of a week in 1952. 

Senator ANDERS¢ IN, In the space of a day, aren’t they? The option 
date is February 6, 1952, on all of them; Mr. Felt, Mr. Byers, Mr. 
Adams, Mr. Shares. and Mr. Baker. It jumps to the 11th, then; Mr. 
Trotter and Harris G. Anderson is back on the 6th again, and C haun- 
cey Moore. Mr. Mackey seems to be on the 11th. You filed those 
whole 98,596 acres? 

Mr. Smiru. I and one other person. 

Senator ANpEeRson. Who was the other person ? 

Mr. Smiru. Mr. J. F. Adkins. 

Senator Anperson. Is he an attorney ? 

Mr. Smiru. No, sir. He is an employee of Humble. 
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Senator ANpERSON. What was your capacity with Humble when 
iled these applications ¢ 
r, Surrn. Assistant chief titleman. 
Senator .AnpERsOoN. Had these locations been determined as a re- 
of aerial photography or any geophysical work, or did you just 
“lo on all the forestland that was available? 

Mr. Suiru. No, sir; not the latter. As best I recall, it was a trend 

lav off the Brewton Well in Alabama. Is that what that was? I 

lieve that is the correct answer. 

Senator ANperRsoN. Humble wanted to spread in that area? 

Mr. Sairn. It was a trend play on the structures they had found. 

nator ANDERSON. Does Humble still have those 100,000 acres 

Mr. SmirH. No,sir. Wedropped someofthem. I can give you the 
p-to-date figures. Of that original group of filings we presently 

ave opti ions on 40,675 acres in Florida and 19,158 acres in Alabama. 

Mr. Hannerr. Senator, I think for the purpose of the record we 
should identify this report as Humble’s report on Florida on acquired 
lands filed for the period ending June 30, 1952. 

Let me be sure I understand your practice since 1952 when this 
Utah decision came out. Just exactly how was it worked ? 

Mr. Hankinson. Our practice today would be to suggest that we 
might be interested in a certain area to a lease broker, and if he ac- 
quired some leases in that area we might be interested in purchasing 
spt ms on those leases. He would have to use his own money, he 

ould have to prepare his own papers, and he would have no definite 
issurance that any cost of expenditures he would be out would be re- 
ouped from us, and when he returned with them we would sit down 

i negotiate what they were worth. 

Mr. Hannetr. Does Humble ever do this: Do they tell a broker that 

are interested ina particular area, a blocked-out area, limited and 
defined, and advise that they will pay so much for either lease or op- 
tion acreage brought to them in that area / 

Mr. HL: NkiNSON. I can’t think of an instance where that has hap- 
Now, it could in a case where you have a general buying out- 
line. The great percentage of the time it is that way and it includes 
private lands and Federal lands, but the price that that acreage would 
be vance to you certainly has to be disclosed to the broker. 

Now, sometimes it might be $10. Sometimes it might be $25. It may 
be under lease, so the situations vary, but I don’t think there has ever 
been an instance where we have had just Federal lands and we would 
point and say, “You go buy that for 50 cents and bring it to us.” 

Mr. Hannevr. What I am driving at is this: Say that you say in 
this particular area the company policy is that they will pay $5 an 
acre for acreage in that area. You so advise the broker, he goes out 
and he is to precure that acreage for you either by lease acreage or 
option acreage and then submit it to you and then you determine 
whether or not you want it. 

Is that the type situation that occurs? 

Mr. Hankinson. Yes. In effect, if he acquired the acreage and 
decided, “Well, I believe I can do better than I can with Humble,” why, 
he would own it. 

Mr. Hannerr. And has that occurred when that has been done? 

Mr. Hanxrnson. No, sir. 
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Mr. Hannerr. Normally, it comes to Humble at the figure that yo, 
have set in advance ? 

Mr. Hanxtnson. Well. first, I want to exclude the New Mexico 
portion, but the rest of this that we have, both public domain and 
acquired lands, has been in a very quiet area as far as oil activity is 
concerned. With the exception of California, the rest of it is in 4 
very dormant area. That problem just hasn’t come up. 

Mr. Hannerr. Are you more interested in oil than you are in gas, 
or are you interested in both of them? 

Mr. Hanxrnson. No, sir. We are definitely interested in both. 

Mr. Hannerr. Then you have used brokers extensively in New 
Mexico, is that right, since the policy which you have enunciated has 
been established ? 

Mr. Hanxrnson. Yes, sir. 

Mr. Hannerr. Were they used prior to that time? 

Mr. Hanxrnson. I think Mr. Waldron can answer that. 

Mr. Watpron. I can state to that they were. I have been out here 
7 or 8 years, and I know from going through the whole files that | 
would say everything that I have seen that has been bought in New 
Mexico was bought by brokers. 

Mr. Hannetr. Since 1952, have you had leases assigned which you 
have had under option to an attorney who represents the company at 
times ? 

Mr. Hanxinson. No, sir. We haven’t had any nominees at all. 

Mr. Hannerr. Do you go out and personally buy a lease and have 
it assigned into a nominee’s name and then take an option from the 
nominee ? 

Mr. Hankinson. No, sir, not that I know. 

Mr. Hannert. The only manner, then, that I understand since 1952 
in which you have done this is by getting the brokers pursuant to the 
instructions which you said were given as of 1952? 

Mr. Hanxrnson. Yes, sir. 

Mr. Hannerr. Were those written or oral instructions? 

Mr. Hanxrnson. Written instructions. 

Mr. Hannerr. Do you have a copy of those instructions? 

Mr. Hanxrnson. Yes, sir. 

Senator Anprrson. We will insert in the record at this point the 
material dated October 27, 1952, submitted by Humble Oil & Refining 
Co. showing their procedures on options on Federal lands. 

(The document referred to follows :) 

OcTOBER 27, 1952 
OpTrions ON FEepERAL LANDS 


In connection with options on applications for lease on Federal lands, we have 
been informed of a ruling by the Secretary of the Interior to the effect that if 
there is an agency relationship between an applicant and the one who takes an 
option on such application that the acreage covered by such application is charge- 
able to the optionee under his direct holdings which cannot exceed 15,360 acres 
of public domain and 15,360 acres of acquired lands in each State. This ruling 
has recently been substantiated by a decision of the Solicitor of the Secretary 
of the Interior on some Federal lands in Utah, briefly as follows: 

Members of an association arranged for that association to find individuals 
who would act as aplpicants, filing through the association applications for 
noncompetitive oil and gas leases on lands which were selected by the associa- 
tion under powers of attorney given it by these nominal applicants. It was 
held that the association was to exercise practically complete control over the 
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to be obtained under the applications and was to receive the major ben- 

be derived from the leases and that the members of the association, rather 
the applicants, were the real parties in interest with respect to such appli 

and leases. 

ending applications were rejected and the leases which had been issued 

neeled because the association would have had effective contro! of leased 
eatly in excess of the maximum of 15,360 acres permitted to the associa- 

law. 
uently when Humble desires to take an option on an application covering 
creage, it is ascertained that an applicant has already filed on the land 
tion some time previously and in such case, Humble is always in the 
n of making a bona fide trade by payment of consideration and perhaps 
rriding royalty for a 2-year option on the application. This would involve 
estion of agency. 

the other hand, the company may be interested in taking an option on 
ral acreage where no applicant has made a prior filing. The problem here 
id in fact an agency relationship hetween Humble and an applicant. The 
cant must not act for Humble in making the application, must not do so 
r Humble’s direction or control, and there must be no agreement that Humble 

be given an option by the applicant. 
unble’s money cannot be used as this would automatically create a trust 
ionship. No agreement can be made whereby Humble will refund the appli 
his costs and expenses. However, after the applicant files on the land on 
his own there is no agency relationship created by Humble to make an arm’s- 

g rade with the applicant for an option. 

\n example of how this may be handled is as follows: A division landman 

ers Federal acreage in a lease block. He finds that it is public-domain 
| 1 he already has direct pending applications or leases in the particular 
State covering up to 15,360 acres of public-domain land. 

He does not desire to withdraw any of these applications, unitize any of the 
acreage or request cancellations of any of his leases. Therefore, if he desires 
leases on this Federal acreage in his block, he must necessarily hold it by option 
eement under his 100,000-acre option acreage limitation. 

About the only practical thing for him to do is to tell a lease broker or brokers 
about this Federal acreage located in Humble’s lease block and suggest that 
such lease broker might desire to file an application with the Bureau of Land 
Management for an oil and gas lease on the acreage. The lease broker should 
handle with his own lawyer the procedures necessary to make a filing. 

There is no objection to the landman telling the broker that if he makes the 
first filing on the Federal land so that the Bureau of Land Management will issue 
i lease in due course Humble may be interested in working out a deal with him 
for an option. The landman should not offer to put up any money or reimburse 
the applicant for any money, or in any manner prepare the papers which the 
applicant will submit to the Bureau of Land Management. 

If the applicant is hesitant about making the application because he might not 
be able to sell the lease, the landman cannot guarantee to buy the lease and 
should do no further than to point out that the acreage lies in a Humble block. 
After the lease broker has established his priority of filing, it is in order for the 
landman and the lease broker to approach each other with reference to an arm’s- 
length trade for an option. 

If the above method is used, it is felt that Humble has made a bona fide trade 
without agency relationship and certainly has exercised no control over dispo- 
sition by applicant of his application between the time of the filing and the time 
that he might make a trade with Humble. He will be free to sell the application 
to anybody during that period and Humble had neither direct nor indirect 
control nor financial interest in the application during that period nor any com- 
mitment from the lease broker. Rather than create an agency relationship with 
an applicant, Humble would choose to let the acreage go. 


Mr. Hannett. Have any relatives or employees been used ? 
Mr. Warpron. Not in New Mexico. 

Mr. Hannetr. Have they been used elsewhere? 

Mr. Watpron. Not to my knowledge. 

Mr. Hanxrnson. No, sir. 4 

Mr. Warpron. I don’t know of any. 
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Mr. Hanxrnson. I want to change my statement. I am advised 
Mr. Smith has a cousin and that there is a brother of one of our com. 
pany attorneys who participated in this. 

Mr. D. E. Surrn, Jr. (Humble Oil & Refining Co., Midland, Tex, 
In that Florida buy. 

Mr. Hannerr. The Florida buy was before 1952? 

Mr. E. Q. Smirnu. Yes, sir. And may I add they are independent 
brokers and handling everybody’s buys and the relationship had noth- 
ing to do with it. 

Mr. Hannerr. How many of these brokers that we have named 
here work for other people other than Humble Oil & Refining Co.’ 

Mr. Hankinson. All of them. I can’t think of any whose services 
are exclusively the services of Humble. 

Senator ANDerson. Whois Mr. E. R. Richardson ? 

Mr. Watpron. E. R. Richardson is an independent broker here i 
Albuquerque. 

Senator Anperson. You have a number of options with him, hay 
you not ¢ 

Mr. Waupron. Yes, sir. 

Senator Anperson. I will just read off some of the numbers on this 
1956 list. You have Nos. 84, 85, 86, 87, 88, 89, and then we start again. 
96, 97, 98, 99, 100, 101, 102, 103, 104, 105, 106, 107, 108, 109, 110, and 
so forth, on to the next page. 

Did you ever find out whether Mr. Richardson does business for 
other people ? 

Mr. Watpron. I am sure he is in the general brokerage business, 

Senator ANperson. If he has all these leases in his own name that 
you know of, have you ever asked him or J. V. Fritts, who also does 
that sort of work here, how much they have in all? 

Mr. Wavpron. No, sir; I never have. 

Senator ANperson. How would it be determined that any one of 
these people had in their own hands more than 46,000 acres? Thy 
land office doesn’t check it. 

Mr. Watpron. They are swearing there that is their acreage and wi 
are relying on their statement, that they are honest men and thai 
they are staying within limits. 

Senator Anperson. Who is Carroll T. Payne? 

Mr. Watpron. He isa local Albuquerque broker. 

Senator Anperson. You have acreage with him? 

Mr. Warpron. Yes, sir. 

Senator Anperson. There is no way that any one company or group 
of companies check to see that the total acreage does not exceed the 
law? 

Mr. Warpron. So faras I know: no. 

Senator Anperson. And the land office at Sante Fe doesn’t check: 
so who would check if anybody was interested in the enforcement of 
the law? 

Mr. Waupron. I don’t know what agency would check it, but w 
rely on the honesty of a man when we take an option from him that h 
is not over his leases. He swears that he is not when he files one. 

Senator Anprerson. He swears that perhaps because he has trans- 
ferred this by option to you or is ready to assign it to somebody else. 

Mr. Watpron. No; he still owns the lease. 
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senator ANpERSON. He has given you a 3-year option on it. Does 
Mr. Richardson pay for all these filings himself ? 

\Ir. Watpron. Yes, sir. Humble ‘doesn’t t supply him the money. 

Senator ANpEeRSON. What does Humble do? Does it pay him for 
t later ¢ 

Mr. Wavpron. He brings us an option on it and we have the title 
examined, and if the title is approved by our attorneys then we will 
pay him a consideration for the option. 
~ Senator ANpErson. Do you have a sample of the option you have 

th Mr. Richardson ? 

Mr. Watpron, I don’t have it with me. Ihave it intown. Do you 
have that option / 

Mr. Smirn. No. 

Senator ANDERSON, Doesn't anybody have a copy of the option for 
me to use / 

Mr. Wavpron. I have one at the hotel. 

Senator Anperson. Is there any way we could get it? I think 
would be inte resting to know. 

Mr. WALDRON. Yes, sir. 

Senator ANDERSON. Didn't we cover that in our announcements ? 

Mr. Watpron. By telephone: I can have that. 

Senator ANpERSON. Will what you are sending for be typical of the 
90 ion you have with Mr. Richardson, for example, Mr. Fritts and 

hese various brokers in Albuquerque ? 

Mr. Waupron. Yes, sir. 

(The material referred to is filed with the committee. ) 

Senator ANprrson. Is Ruth C. Fritts any relation to J. V. Fritts? 

Mr. Wavtpron. [think Ruth Fritts is J. V.’s wife. 

Senator AnpErson. Would you be interested in whether or not put 
together they had more acreage than they should have? Do you ask 
any questions of that nature ? 

Mr. Waupron. No; that never was called to my atention until this 
investigation. When they started talking about community property 
laws, that is the first time that ever came to my attention. 

Senator ANDERSON. You don’t live in New Mexico? 

Mr. Watpron. Yes, sir: I do. 

Senator ANDERSON. How long have you lived in New Mexico? 

Mr. Wacpron. Since 1949. 

Senator ANprerson. Have you ever filed an income-tax return in 
New Mexico? 

Mr. Watpron. Yes,sir. I knew it was a community property State, 
but didn’t know it affected Federal oil and gas leases. 

Senator ANperson. Couldn't community, ownership affect every- 
thing you touch ? 

Mr. Waxpron. I don’t know. I am not an authority. 

Senator Anperson. I am not either, but I have learned about the 
community property long since. If you are working and you have 
money in your bank account and you buy an oil lease, does your wife 
automatically acquire an interest in that? 

Mr. Watpron. That is my understanding. 

Senator ANpERSON. So you did know it. 

Mr. Warpron. I didn’t know it on Federal leases. 

Senator ANDERSON. What is the difference between property whether 
itis Federal, State, county, or municipal ? 
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Mr. Waupron. I didn’t know whether the State laws would prevail 
on federally owned lands. 

Senator Anprerson. I am not trying to state this correctly, becaus 
I am not a lawyer; but do you mean to state that, in a State that 
says there is a community property law and that your wife has an 
interest in anything you own or acquire out of your community earn. 
ings, you would feel that the fact that it was a Federal lease might 
exempt you from it! 

Mr. Watpron. That was my understanding. 

Senator Anperson. What lawyer so advised you? 

Mr. Wawpron. It is general advice from everybody that I ha 
talked to in the oil business. It has been thought here in New Mexico 
that a man could own his full limit and his wife could own her ful! 
limit. 

Senator Anprerson. We hope to disprove that theory before we ge 
through with this, but we may not succeed. 

Starting with this list at page 329, you list contract No. 130 for 320 
acres: 132, for 320 acres: 133, for 480 acres; 134, for 161 acres: 135, 
for 638 acres; 136, for 1,281 acres; and so forth. These are all to Ruth 
C. Fritts. Do you happen to know whether you let her get up to the 
full limit? 

Mr. Warpron. No, sir. I don’t. 

Senator Anprrson. Have you any idea how much she has? 

Mr. Waupron. I sure don’t. 

Senator Anprerson. Were you ever curious? 

Mr. Waxpron. No, sir; because I was relying on a man that I felt is 
honest, and we know him in that area and that was his job. 

Senator Anperson. Do you not feel that the law puts any respon- 
sibility on you? 

Mr. Watpron. On taking up from brokers, from a professional 
brokerage firm ¢ 

Senator ANperson. Yes. 

Mr. Wavpron. I have never looked at it in that light; a broker. 

Senator Anperson. You allow him to buy a lease for you and carry 
it in his name and deliver you an option on it, knowing all the time 
that there is a law as to how much he can own. Are you not ever 
curious as to whether he is or is not breaking that law ? 

Mr. Waupron. I have thought about it a lot of times, but I don’t 
see any use to investigate it because I rely on his good judgment, and 
I would swear to his reliability when he filed application for a lease. 

Mr. Hanxrnson. I would personally say that there is a burden put 
there that doesn’t belong. 

Senator Anperson. I had a list handed to me of four people having 
a tremendous amount of acreage. I did not mean to cut you off, but 
I remembered that I had intended to have all these people down here. 
We find that the people whom we had intended to call in Roswell are 
temporarily out of the State. I thought we might try to find some of 
the other people we wanted to call. Proceed. 

Mr. Hanxrnson. I believe this: That, if it were a valid responsi- 
bility of whoever is buying the lease, that somewhere some lawyer 
would make that requirement as part of the title to it. I just don’t 
believe that burden falls on the buyer of the lease. 

Senator Anprrson. I will grant that for a minute, but you put your 
money into these leases that Mr. Fritts had; did you not? 
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\[fr. HANKINSON. Yes, sir. 
Senator ANDERSON. And you put some money into leases that his 


fe has? 

Mr. HanKINSON. Yes, sir. 

Senator ANDERSON. You know that under the law if you get too 
auch acreage all are subject to immediate cancellation ¢ 

\ir. Hankurnson, Yes, sir. 

Senator Anprerson. Even though you have an option, you cannot 
assert any right as long as they have violated the law in getting it; 
therefore, every dollar you have is lost if there is not compliance with 
the law. Do you mean to tell me that that does not interest you? Is 
the oil business that good ? 

Mr. Hankinson. I have never seen that legal objection raised and 
we have had some most conservative lawyers look at it. 

Senator ANDERSON. You have never seen it raised because the land 
office sits here and says that it does not give a hoot how many acres a 
man has. It is like me going in and signing a statement and saying 
that I paid my income tax. Do you think they are going to take my 
word, or do you think somebody checks with some regularity ? 

Mr. Hankinson. I don’t believe that a lawyer would assume that, 
since the land office didn’t give a hoot, that they wouldn’t care whether 
or not those leases had a chance of being invalid. 

Senator ANprrson. Then do you mean to tell me that you have 
made a check? 

Mr. Hanxrnson. No, sir. I don’t think that is our burden. 

Senator ANveRsON. That is exactly what I am saying: that you do 
not care; it is not your burden and not the burden of the land office. 
Whose burden is it ? 

Mr. Hankrnson. It is the land office’s burden, in my opinion. 

Senator Anprerson. They say the man has submitted a certificate 
and they take his statement. 

Mr. Hanxrnson. He is swearing to the land office. 

Senator ANDERSON. He is virtually your agent. You told him to 
go and buy it for you. Is there no agency in this at all? 

Mr. Hanxrnson. There is no agency in it. 

Senator ANDERSON. Even when you send the man to make the filings 
in Florida and your own representative goes to Washington and makes 
the filings for him? 

Mr. Hankinson. That was 1952. 

Senator ANDERSON. 1952. 

Mr. Hankinson. I would say there was an agency then but, under 
this, there is no agency. 

Senator ANDERSON. There is no agency ? 

Mr. Hanxrnson. No, sir. 

Senator ANDERSON. Why is there no agency in this but there was in 
the other? 

Mr. Hanxrnson. Because in 1951, in January and February when 
we did that, we called the man in and we prepared the papers for him 
and gave him the money and took him to Washington. At that time 
we did not feel that handling him in that way was in any way violating 
the regulations. It was the honest opinion of our lawyers that that 
was a correct way to do it under the terms of the regulations. After 
the Utah decision, why, then they changed the method of doing it. 
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Senator Anperson. The only reason is because they tried to cance] 
leases in the Utah case, and did. That is the only reason. 

Mr. Hankinson. Well, certainly 

Senator Anprerson. It was not al quest ion of complyi ing Ww ith the 1: 

It was that this was the first time they had actually canceled any Naan 

Mr. Hankinson. If you think you are « omply; ing with the law and 
someone else is doing it the same way and they cancel his leases, the 
you recognize that your way Is incorrect. 

* Senator Anperson. Do you know Kathryn B. Richardson / 

Mr. Wawpron. I am not person: ally acquainted with her. 

Senator AnperRson. Do you have any idea who she is, if anybody? 

Mr. Waxpron. I think it is Ed Ric ‘hardson’s wife, but I am not sure. 

Senator Anperson. You have a strong suspicion; do you not? 

Mr. Wavpron. I think it is. 

Senator Anperson. Do you know whether you have taken any leases 
from her ¢ 

Mr. Wacpron. We have taken options from her through a broker. 

Senator ANprerson. You have taken options on her leases / 

Mr. Watpron. Yes, sir. 

Senator Anperson. You have asked her as a broker to get leases 
for you / 

Mr. Waupron. I have asked Ed Richardson. 

Senator Anperson. You asked him and he put part of it in his 
wife’s name / 

Mr. Waxpron. I don’t know just how he did it. 

Senator Anprerson. There was no legerdemain connected with it 
was there / 

Mr. Watpron. No. 

Senator AnpeRson. Now, did you ever have any curiosity on the 
Richardson family? You did not on the Fritts family. 

Mr. Watpron. No, sir. 

Senator Anperson. Then would it be a fair assumption that you 
never are worried about the fact that these people are brokers for a 
great many firms, that they use their names and their wives’ names 
even though there is a community property law, and you do not worry 
as to whether that does or does not put them over the limit? 

Mr. Waxpron. No, sir. I haven't been concerned with it up to 
this time. 

Senator Anperson. Whois Edith H. Payne? Did yousay ? 

Mr. Waxvpron. That is Caroll T. Payne’s wife. 

Senator Anprerson. Then you have another man that uses his wife. 

Mr. Wavpron. That is the customary procedure with brokers. If 
they go after Federal acreage and get the limit, they get somebody else. 

Senator ANDERSON. Let me read the listing for Edith H. Payne for 
your own company alone. On this list it shows your number 204, 
Edith H. Payne, 2,120 acres. Do you have any record of that, That 
is an option date of May 10, 1956. That is recent; is it not? 

Mr. Waupron. Yes, sir. 

Senator ANDERSON. 205 is Edith H. Payne, same date, 2,000 acres; 
206 is Edith H. Payne, 2,440 acres. Do you find that? 

Mr. Wa.pron. I haven’t gotten down to that part yet. What was 
that last number, sir? 

Senator Anperson. 204, 205, and 206. TI finally read off that 206 
had 2,440 acres. Do you findthat? This is page 333 of your June 30, 
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report This covers the State of New Mexico. It is NM 


That is an application. Do you find 204, 205, 206, and 20% 


r. Watpron. Yes, sir. 

ttor ANDERSON. Are the acreages correct as I gave them ? 
r. Watpron. To the best of my knowledge. 

stor ANDERSON. 2,120; 2.000: 2.440: and 2.560? 
Mr. Watpron. Yes, sir. 
senator ANDERSON. 208 is 2.560: 1s that right ? 
\ir. Watpron. Yes, sir. 
Senator ANDERSON. 209 is 1.960? 
Mr. WaLpron. Right. 
Senator ANDERSON. 210 is 1.9202 
Mr. Wavtpron. Right. 

Senator ANDERSON. 211 is 1.9204 

Mir. Wautpron. Yes, sir. 

Senator ANDERSON. 212 is 1,920? 

Mr. Watpron. Yes, sir. 

Senator Anperson, We are up to 19,400. The last one 
Now, 213 1s 2.240? 

\ir. WALpRON. Yes, sir. 

Senator ANDERSON. 214 is 2.560. That is the last one / 

Mr. WaAxLpron. Yes, sir. 

Senator AnpEeRSON. That gives her some 24,000 acres in that batch. 

Caroll T. Payne had quite a little bit. I do not want to take all 

‘them. Have you any idea how many leases you have in Caroll 

Mr. WALDRON. No: but ] asked him. I haven't told you, put ! have 
asked him this: If he was within his legal limit; and he said that he 

is. 

Senator AnperRson. You people have a record of what you have 
with Caroll Payne. 

Mr. Waupron. He is not over as far as we are concerned. 

Mr. Smrru. This is the Houston office record. We do not do it 
per person. 

Senator AnpersoN. Do you mean that the only way I can find out 
it to total it myself ? 

Mr. Smiru. I can get it. 

Senator Anprrson. I can total it. Is 140 the first one that you have? 
You do not have them numbered the same way ? 

Mr. Smirxa. No, sir. 

Senator ANperRson. Number 140 is 320 acres; 145 is 157 acres: 155 
is 635 acres; 156, 955 acres; I am talking about Caroll Payne. 

Here is a big day. Let me read one sheet here, just a part of this 
report : 220 is 2,560, 221 is 2,520, 222 is 2,320, 223 is 2,520, 224 is 2,560. 


Caroll Payne here has 2,560, 2,400, 1,920, 1,600, 2,560, 2,520, 2.560, 
L400, 2,560, 2,560, and 720. I do not know. It is getting close to 
40,000. You are in the neighborhood, are you not? 

Mr. Watpron. We are getting pretty close. 

Senator Anperson. At what point would you get curious? 

Mr. Watpron. Well, I have asked him if he was eligible to hold 
that many leases and he said he was not going over his limit. I found 
that out. I haven’t had many brokers that professed to be in the 
broker’s business to steer me wrong on that. 
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Senator Anprrson. If he was over and you asked him if he was 
over, what do you suppose he would say to you? 

Mr. Waupron. I have no idea. 

Mr. Hanxrnson. 27,760 is the amount for Caroll Payne from , 
brief check. 

Senator Anprerson. I counted 24,140 for Mrs. Payne. That is 
51,800. What is the law on this? I have forgotten. Is it something 
in the neighborhood of 46,000 ? 

Mr. Waupron. 46,080. 

Senator Anperson. You recognize that this whole amount is sub. 
ject to cancellation by the Land Office? 

Mr. Waxpron. That is not my interpretation. 

Senator Anperson. What would be your interpretation? 

Mr. Waxpron. That Caroll Payne would be allowed 46,080 acres 
and his wife would be allowed 46,080 under the assumption that | 
have been working on. 

Senator Anperson. Have you had a legal opinion ¢ 

Mr. Watpron. No, sir. 

Senator Anperson. Have you an attorney that you could ask? 

Mr. Waupron. Yes, sir; I have. 

Senator Anperson. Why not ask him now? 

Mr. Watpron. Well, it is Mr. Clarence Hinkle. 

Senator Anperson. He is a good attorney. Do you want him to 
testify what the community property law is? 

Mr. Watpron. I would like him to answer. 

Senator Anperson. We will take a 5-minute recess. 

(A short recess was taken.) 

Senator Anperson. I will offer for the record at this point the 
option agreement which is the type being used by Humble Oil & 
Refining Co. on options taken in New Mexico at this time. 

Mr. Hanxtnson. That is right. 

Mr. Waupron. Yes, sir. 

Senator Anprerson. That is HDH, dated 8-15-54. 

(The document referred to was filed with the committee. ) 

Mr. Hannerr. Humble also enters into unitization agreements, is 
that right? 

Mr. Waupron. Yes, sir. 

Mr. Hannetr. How many units do you have in New Mexico in 
which you have an interest ? 

Mr. Watpron. I am not sure how many we have in which we have 
an interest. We have four, I believe, in which we are the operator. 
We have one, Chalk Bluff Draw. We are in several units, but not 
as operators. We also have out-of-State units. 

The Bell Lake unit where Continental is the operator, we have 
acreage in there. Total acreage in the unit is 37,177.86 acres. 

Mr. Hanwnerr. You have four units in which you are operating’ 

Mr. Watpron. We have Chalk pac Draw where Humble is the 
operator. Total acres in that unit are 7,512.92. We are the operator 
and have just completed a wildcat and saidined that old artesian field. 
All of that acreage has been held for years. We had acreage in the 
East Texas Hill unit which has been terminated. 

Mr. Hannerr. These are all in southeastern New Mexico? 

Mr. Warpron. So far they are. In our Huapache unit there are 
38,657.59 acres in that unit, and we are the operator there. We have 
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drilled one deep dry hole and have continuously since the completion 
of that dry hole been doing geological, geophysical, gravity, and every 
type of geological work th: it the acreage is suitable to: and we are 

ne to drill another well. 
“the South Chaco unit the Great Western Drilling Co. is the 
itor of that unit and it is in what is considered the San Juan 
It has 46,123.08 acres, and Humble has 1,720.15 acres in that 


I believe that is all of the units that we participate in in New Mexico 
at the present time where we have Federal acreage. 

Mr. Hannerr. Either there has been drilling on those or produe 
tion discovery, is that right ? 

Mr. Wartpron. Or geophysical work being conducted. The way I 
understand it, you have to have an ob ligation well before the United 
States Geological Survey will approve the unit. You have to have 
an obligation well within, say, 6 months. 

Mr. Hannerr. That is all. 
We will call next Mr. Hannifin of the Magnolia Petroleum Co. 


TESTIMONY OF S. P. HANNIFIN, DISTRICT LANDMAN, STATE OF 
NEW MEXICO, MAGNOLIA PETROLEUM CO.—Resumed 


Mr. Hannerr. Yau have stated your name for the record, have 
you, and you have been sworn ? 
’ Mr. Hannirin. Yes, sir. 

Mr. Hannerr. Mr. Hannifin, you are a district landman for Mag- 
nolia Peteroleum Co, 

Mr. Hannirin. Yes, sir. 

Mr. Hannerr. Have you used employees, relatives of employees, 
attorneys, reliable per rsonnel for the purpose of, such as Stanolind 
has testified, acquisition of Federal lease acreage ? 

Mr. Hannirin. No, sir. 

Mr. Hannerr. Do you use brokers? 

Mr. Hanntrin. Yes, sir. 

Mr. Hannerr. Of the same type that Humble used? 

Mr. Hannirin. No. Our method of buying leases probably is 
different from Humble. There aren’t any two of these companies 
that operate the same way. 

Our geological department will recommend an area for the ac- 
quisition of leases. The management will give us the appropriation, 
or limit, as to how much we can pay. We do not necessarily know 
whether it is Government, State, or fee land. We will outline this 
area = tell the broker that we will buy any or all he can get within 
that ares 

They aa be fee land leases, they may be State, they may be Gov- 
ernment, on which there are outstanding leases, or it might be there 
is some open acreage, not filed for, and we will pay so much money 
for it. 

If he goes in and finds open acreage and files on it, he uses his 
ownmoney. We agree to buy a lease in that area 

Mr. Hannerr. Is Lake Fowler one of those brokers? 

Mr. Hannirin. Lake Fowler isa broker. I believe he lives in Dal- 
ias now, and formerly in Houston, I believe, at the time that was 
acquired, 
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Mr. Hannerr. Does he follow the course of procedure which yo, 
have outlined with regard to your setting up an amount whieh ca) 
be used for purchasing of such acreage ¢ 

Mr. Hannirin. So much per acre for acreage in that area. 

Mr. Hannerr. Do you advance to him any moneys? 

Mr. Hannirin. No,sir. 

Mr. Hannerrt. Does he have to submit it back to your company 
and you determine whether or not you will buy it, or just auto. 
matically buy it if he gets it ? 

Mr. Hannirty. We tell him in this specific area that we will bu 
the acreage. 

Mr. Hannerr. Regardless of what figure he may get it at, yo 
pay him the amount which your company has specified / 

Mr. Hannirry. Whatever we tell him that we will pay him. 

Mr. Hannetr. You do not care what he gets it for? 

Mr. Hannirin. Not necessarily, but if we catch him buying a 
piece of acreage for a dollar and tries to sell it to us for $5 he will 
not do it again, I will tell you that. That will be his last round. 

Mr. Hannerr. Do you pay him a commission on top of it? 

Mr. Hannirrn. Sometimes we tell them that we have a limit of so 
much and after they make an investigation they find, after I told hi 
that we will pay $5 an acre, it is going to cost him $5, why we will 
have to pay him a broker’s fee. 

Mr. Hannetrr. Do these brokers normally reserve an overriding 
royalty of some sort when they do this, in addition to whatever 
brokerage fee they get ? 

Mr. Hanntrin: [f it is a lease that has been filed on it by someone 
else, the chances are they have put an overriding royalty on that. 

Mr. Hannett. Does the broker put one on, or does he just get his 
commission ¢ 

Mr. Hannirry. He gets his commission. We do not allow him t 
put an overriding royalty on it and pay him a commission, too. 

Mr. Hannetr. Your company takes new options, or renewal 
options ¢ 

Mr. Hannirrn. Yes, sir. 

Mr. Hannetr. And it has been the practice for some period of time 
to take those options; is that right? 

Mr. Hannirin. Yes. There isn’t enough time in a lot of cases to 
satisfy yourself on the area in the limit of that option. 

Mr. Hannetr. In other words, you might do a little geophysical 
work. You might do no geophysical work, or you might do a lot 
and you are still not satisfied ? 

Mr. Hanntriy. That is true, and the information changes as time 
goes on, as dry holes or wells are drilled. 

Mr. Hannetr. Somebody nearby drills a hole? 

Mr. Hannirin. They could condemn the whole area and we would 
give it back to them, assign it back. 

Mr. Hannerr. Do you ever use application-assignment blanks! 

Mr. Hannirrn. No, sir. 

Mr. Hannett. Option-assignment blank ? 

Mr. Hannirin. No, sir. 

Mr. Hannerr. Do you ever use employees to apply for leases? 

Mr. Hannirtn. No, sir. 
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\ir. HANNETT. Do you ever use employe Ss as hominees ? 

Vir. HANNIFIN. No, sir. 

Mr. Hannetr. Do you have an attorney in Washington, sir? 

Mr. Hannirtxn. The Socony-Mobil has an attorney in Washington. 
{ do not know him. 

r. Hannerr. Is Magnolia a wholly owned subsidiary of Socony 
Mobil ¢ 

Mr. HANNIFIN. Yes. 

Mr. Hannetr. Does it have any other wholly owned subsidiary 4 

Mr. HAnntrFin. Not that operates in the State of New Mexico. 

Mr. Hannevt. Does it have any others! What are the names of 
others that operate in other States / 

Mr, HANNIFIN. General Petroleum operates on the Pacific coast. 
They operate in Utah, Colorado, Arizona, part of Wyoming, and part 
of Montana. 

Mr. Hannetr. Is General Petroleum a wholly owned subsidiary of 
Socony- Vacuum ¢ 

Mr. HANNIFIN. Yes, sir. 

Mr. Hannetr. Do you know any other / 

Mr. Hannirix. Mobile Producing Co. 

Mr. Hannetrt. Is that engaged in the oil- and gas-leasing game / 

Mr. Hannirin. Yes, sir: and they are in North and South Dakota 
and part of Montana and part of Wyoming. 

Mr. Hannerr. What areas are M: agnolia limited to, Mr. Hannifin ? 

Mr. Hanniriy. We are in New Mexico, Texas, up the line, Okla 
homa. Kansas, Nebraska, Iowa, and on east. 

Mr. Hannetrr. You take in all of New Mexico? 

Mr. HanniFin. Yes, sir. 

Mr. Hannetr. Utah, Colorado? 

Mr. Hannirin. No, sir; that is General Petroleum. 

Mr. Hannerr. Do you file reports, annual reports, with Socony 
Vacuum of your acreage so that they can make reports ? 

Mr. Hanntrin. No, sir. 

Mr. Hannerr. Do you know whether General Petroleum does that ? 

Mr. Hannirm. I do not know that they do, I do not suppose they 
do because we operate separately. 

Mr. Hannerr. Do you overlap at all? 

Mr. Hanntrtn. No, sir. 

Mr. Hanwnetr. Is E. R. Felfe a broker ? 

Mr. Hannirtn. He is a broker; yes. I don’t know whether— 

Mr. Hannetr. You don’t know whether Mr. Felfe is— 

Mr. Hanntrry, Felfe is an operator. He is a broker, too, but 
principally he is an operator down Lea County. He does well and 
has production. 

Mr. Hannetrt. A. L. Duff, Jr., is a broker, is he not, sir? 

Mr. Hanntirtn. Yes, sir. 

Mr. Hannetr. Do you handle your brokers in any comparable way 
to the manner in which Humble does? 

Mr. Hanntri. I think it isn’t any of our business, or any of theirs. 
We operate probably differently in our method of buying leases. 

Mr. Hannerr. Do these brokers generally deal with all the various 
oil companies ? 

Mr. Hanntrin. Sure; they do. As far as I know they do; ves. 
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Mr. Hannetr. Do they acquire acreage, see that the oil companies 
get it under the manner you have testified to. all various oil com 
panies / 

Mr. Hannirrn. Now, wait a minute. 

Mr. Hannett. You are limiting your testimony alone to Magnolia. 

Mr. Hanntrrn. Yes. 

Mr. Hannetr. Have you ever gone to the district land office in 
Santa Fe yourself? 

Mr. Hannirtn. Oh, yes. 

Mr. Hannert. Do you find any difficulty in the district land office? 

Mr. Hannirty. I find that they are quite a ways behind on getting 
their applications for extension of leases, for getting assignments 
through. I think that is a matter of opinion. 

Mr. Hannetr. You say, “applications for extension of leases.” 

Mr. Hannirrn. These leases that have run 5 years and you make 
application for 5-year extension under the law. Sometimes those are 
not processed for several months. 

Mr. Hannerrt. I notice that you have used J. V. Fritts as a broker, 

Mr. Hannirin. Yes, sir. 

Mr. Hannetr. Several times, is that right ? 

Mr. Hannirtn. That is right. 

Mr. Hannerr. Mr. Brian. 

Mr. Hannirin. Yes. 

Mr. Hannerr. You used Mr. Duff a lot. 

Mr. Hannirin. Yes, sir. 

Mr. Hannetr. You never checked their holdings, or those of their 
wives ? 

Mr. Hannirin. No, sir; because any time a person acquires a lease 
by assignment, when they file that assignment in the land office at 

Santa Fe for approval they make a sworn statement with regard to 
their acre: ige holdings, and we rely on that. 

Mr. Hannert. I notice you have one here of Martha Featherstone. 
Is she a broker? 

Mr. Hannirin. No. That is one that I bought direct from them. 

Mr. Hannerr. You bought the option direct, is that right ? 

Mr. Hannirrn. Yes, sir. 

Mr. Hannetr. When you take these options, have you ever exercised 
the option and put the lease i in the name of a nominee? 

Mr. Hannirtn. Yes, sir. 

Mr. Hannetrt. Is there any consideration moving from the nominee 
to the lessee ? 

Mr. Hannirin. No. The option provides that we can exercise that 
option by the payment of $10. 

Mr. Hannerr. You have already paid a bonus at the first instance, 
is that it? 

Mr. Hannirtn. Yes, sir. 

Mr. Hannerr. Then you put it in the name of a nominee. Do you 
then take another option ? 

Mr. Hannirin. We take another option from them. 

Mr. Hannerr. That is comparable to what El] Paso Natural Gas 
Co. testified they did, is that correct? They put it in the third party's 
name, is that right? 

Mr. Hannirin. Yes. 
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. Hannetr. With the understanding that an option would 
to Magnolia 
\ir. HANNIFIN. Yes, sir. We take the option at the time. 
Mr. Hannetr. It is concurrent with the assignment of the lease 
, the record holder to the new lease holder. 
Mr. Hannirin. That is right. 
Mr. Hannetr. In the event you take this new option do you give the 
Lp: uty an override as E] Paso does? 
- Hannurin. No, sir. 
rt HANNeEtTY. There is no consideration at all for the use of t! 
nerson’s name, Is that it? 
Mr. HANNIFIN. We pay them ordinarily a dollar an acre. 
Mr. Hannetr. You pay the nominee a dollar an acre? 
Mr. Hannirtn. The one in whose name the acreage is assigned to, 
ind when we take an option from them. 
Mr. Hannerr. Then, when you take the option, after the assign- 
ent has occurred and the rec ord leaseholder has released his interest 
ind the lease is in the nominee’s name 
HIANNIFIN. Yes, sir. 
Mr. Hannerr. And you take the new option from them 
Mr. Hanntrin. Yes, sir. 
Mr. Hannerr. You pay them a dollar an acre at that time? 
Mr. Hannirin. Yes, sir. 
Mr. Hannett. Where Stanolind paid 10 cents an acre, you pay them 
lollar; is that it? 
Mr. Hannirry. I didn’t hear Stanolind’s testimony. 
ss HANNETT. For the original purchase of the option from the 
inal record holder of the lease, you pay this consideration at the 
time you take the oer ¢ 
Mr. HANNIFIN. Yes, Si 
Mr. Hannerr. You say a further consideration of $10 on the 
exercise of the option and the transfer to the nominee? 
Mr. Hanntrin. That is $10, not $10 an acre. Just $10. 
Mr. Hannetr. Just $10? 
Mr. Hannirin. Yes, sir. 
Mr. Hannerr. That all comes from Magnolia? 
Mr. HaAnNntFIN. Yes, sir. 
Mr. Hannerr. No consideration at all moves from the person to 
hom the lease is assigned to the record holder of the lease. It all 
comes out of Mé agnolia. 
Mr. Hannirin. That is right. 
Mr. Hannerr. I am just getting this clear in my own mind. 
Then, when you take the option from them, which is concurrent 
with this, you give the nominee a dollar an acre ? 
Mr. Hannirin. Yes, sir. 
Mr. Hannerr. In fact, is that not your lease right at that time? 
Mr. Hannirry. We have control of it; yes, sir. 
Mr. Hannerr. You have control of this lease as it moved on through 
at all times ? 
Mr. Hanntrin. Yes, sir. 
Mr. Hannerr. And it is your money that is going into it all the 
way ¢ 
Mr. Hannirin. Yes, sir. 
87402—57——18 
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Mr. Hannerr. There is no money coming out of the pocket of 
nominee ¢ 

Mr. Hannirin. That is right. 

Mr. H \NNETT. Do you take new options, and successive option 
renewed options and renew them before the expiration of prio 
option 4 


Mr. Hannirin. No, sir. 

Mr. Hannerr. Do you ever use a nominees, as one of these nominees 
who is an employee of the company / 

Mr. Hannirin. No, sir. 

Mr. Hannerrt. Or a lawyer of the company ¢ 

Mr. HAnnirin. No, sir. 

Mr. Hannerr. You said that you had a lawyer in Washington. 

Mr. Hannirin. Yes: the Socony Mobil has a lawyer in Washi ing 
ton. I believe his name is McGuire. I never met him. 

Mr. Hannerr. Do you know at any time when you have take 
opt ions from M: Kuinel - 

Mr. HTAN NIFIN. No. sl 

Mr. Hannerr. Your si ies of operation is limited to the State of 
New Mexico: is that right ? 

Mr. Hannirin. Yes, sir. 

Mr. Hanwnerr. As the district landman for this State alone, 
covering any other areas. 

Mr. Hannirin. That is right. 

Mr. Hannerr. Are you participants in any unit agreements in the 
State of New Mexico? 

Mr. Hannirix. We formerly owned the Lindreth unit up in th 
Rio Arriba County, and it consisted of 28,000 acres, 22,000 acres of 
Government, 6,000 acres of fee land. We drilled a deep well on that 
and got about a 12-barrel well. Not much. The El Paso Natural now 
has the operation of that unit and have drilled several picture clif 
gas wells. 

We had the Huerfanito County, which consisted of 10,000 acres, 
which was all Government, I believe, with about a third or four-quar- 
ter section of Navaho allotting land. We drilled a deep dry hole on 
it and EF] Paso Natural now are operating that and have drilled gas 
wells on it, and picture cliffs, and are producing. 

Mr. Hannerv. Are those the only ones? 

Mr. Hannirin. Those are the only units that we have any interest 
in that I believe has any Government acreage whatever in it. 

Mr. Hanwnert. I think that is all. 

Is there a representative from Skelly ? 

Mr. Kerr. I would like to introduce Mr. Loofbourrow. 

Senator Anperson. Do you solemnly swear that the testimony you 
shall give before this subcommittee of the Senate Committee on In 
terior and Insular Affairs will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Loorsovurrow. I do. 
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TESTIMONY OF HAWLEY C. KERR, ATTORNEY AT LAW, SKELLY 
OIL CO. (RESUMED); ACCOMPANIED BY K. W. LOOFBOURROW, 
DISTRICT LANDMAN, SKELLY OIL CO. 


Mr. Kerr. 1 would like to correct an error in my testimony yes 

raay. 

\Vr. Hannerr. What page of the testimony ¢ 

Mir. Kerr. Page 461 of the transcript. You asked the question In 

nection with the acquisition of leases. You asked the question : 

“Are the lawyers used, also, or their employees ‘” 

My answer was: “No, sir,’ 

When you asked the question I thought you might be referring to 

ir staff. At least that is what came into my mind, or lawyers on 

etainer. That answered for them. 

I find that on a very few occasions we have used Mr. Stull in Wash- 

vton, the gentleman who was here Friday testifying, usually in in- 
stances where problems are involved that call for a search of the 

vds up there. In those instances, on a few occasions he has filed 
nd been granted an option. 

It isa very rare occurrence how. 

You were inquiring also with respect to the lists of acreage attached 
to our statement. I have checked on that and find that that list in- 
cludes both public-domain and acquired lands. Our acquired-land 
holdings are very small. The lease acreage listed for the State of 
Mississippi in that statement is all acquired lands; 320 acres are option 
listings in Colorado that is acquired land. 

I am informed this morning that they hope to get in the mail to 
vou, addressed directly to you, ‘the affidavits that you requested yester- 
day concerning unit of acreage. 

(The materi: ial referred to 1s filed with the committee. ) 

Mr. Hannerr. Does Skelly Oil Co. use nominees for the acquisi- 
tion of acreage ¢ 

Mr. Kerr. Can you answer that, Mr. Loofbourrow / 

Mr. Loornourrow. We have, and we do use them at times now. 

Mr. Hannerr. Where and in what States do you use them / 

Mr. Loorsourrow. In Utah; some in New Mexico, but not lately. 

Mr. Hannerr. In fact, you yourself applied for leases and have 
given options to Skelly; is that correct ¢ 

Mr. Loornourrow. Yes, sir. 

Mr. Hannerr. Is there any consideration that moves from you in 
the application for that lease ? 

Mr. Loorsourrow. I filea lease in my name. Then I am reimbursed 
for filing charges and first 3-year rentals. Then I give the company 
an option. 

Mr. Hannert. In what States have you done that ? 

Mr. Loorsourrow. Utah. 

Mr. Hannerr. Is that the only State? 

Mr. Loornourrow. Yes, sir. 

Mr. Hannerr. Do you know of any other company employees that 
also do the same thing for Skelly ? 

Mr. Loorsourrow. I know of one. 

Mr. Hannerr. Where? 


Mr. Loorsourrow. The man that I replaced here, Mr. Claude A. 
Teel. 
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Mr. Hannerr. When did you come here? 

Mr. Loorsovurrow. I arrived out here approximately December 1; 
1953. 

Mr. Hannerr. How long has Mr. Teel been here before you ? 

Mr. Loorsovrrow. To the best of my recollection, it was in 195 
when he transferred out here. 

Mr. Hannetrr. Was his predecessor also used ? 

Mr. Loornovrrow. No, sir; not tomy knowledge. 

Mr. Hannetr. Then the practice of using an employee started wit! 
Mr. Teel, so far as you knew, here in New Mexico, or in Utah? 

Mr. Loorsourrow. Yes, sir; tomy knowledge. 

Mr. Hannerr. Was Mr. Teel used in New Mexico to file acreage’ 

Mr. Loorrovrrow. He did file acreage in New Mexico. 

Mr. Hannerr. Were options taken by your company ? 

Mr. Loorrourrow. Yes, sir. 

Mr. Hannerr. Was he reimbursed in the same fashion you were 
reimbursed ¢ 

Mr. Loorsovurrow. I do not know. 

Mr. Hannerr. You don’t know what happened ? 

Mr. Loorsourrow. No, sir. All I know is what I read in the files. 

Mr. Hannetr. Were any relatives of employees used ? 

Mr. Loorsourrow. Not to my knowledge, with the exception of 
the wife of Claude A. Teel, his wife being Mary Nell. 

Mr. Hannett. Do you use brokers ? 

Mr. Loorsourrow. Yes, sir. 

Mr. Hannetr. How do you use brokers ? 

Mr. Loorsourrow. Similar to the way Mr. Hannifin of Magnolia 
uses brokers. 

We have a recommend area given to us from the geological depart- 
ment. The size of the recommended area depends on the number 
of brokers that we put into this area. We tell them that we are inter- 
ested in acquiring options on all the leases available at a certain price. 
our tops. Then they endeavor to make deals with the people who hav: 
filed the same, and if there is open acreage, then it is their responsi- 
bility to file the open acreage or have it filed and secure options fo 
Skelly Oil Co. 

Mr. Hannetrt. Do you give the broker a bank account, deposit so 
much in his account, to go out and do this? 

Mr. Loorsourrow. No, sir. 

Mr. Hannert. Tocarry on this operation. 

Mr. Loorzourrow. No, sir. 

Mr. Hannerr. Does he have to use his own money ? 

Mr. Loorzourrow. Yes, sir. 

Mr. Hannerrt. Do you take all the acreage he brings back to you’ 

Mr. Loorsovrrow. If the title is good. It is all subject to the ap- 
proval of the title. 

Mr. Hannerrt. All you check is the record title, not as to how many 
leases or options or how many leases that the optionor may have. 

Mr. Loorsourrow. That is right. 

Mr. Hannerr. You pay all the rentals during the option period? 

Mr. Loorsourrow. Yes, sir. 

Mr. Hawnert. In exercising the option, do you put that in the 
nominee and take new options from the nominees? 
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Mr. Loorsourrow. At times. Sometimes it is put in Skelly’s name. 
We are very seldom close to the top as we are at the present time— 


Mr. Hannett. Is there any difference in your practice than those 
which have been testified to by the various other oil companies which 
have appeared before us ¢ 

Mr. Loorsourrow. All companies operate similar, but each one has 
their own peculiarities, just like attorneys. They all try cases, but 
each one has a different way to go about it. They all get the same 

otive accomplished. 

Mr. Hannerr. Not all of them. 

You say that you do differ and you have peculiarities. What pecu- 
liarities do you have that are different from those that we have already 
heard # 

Mr. Loornourrow. Sometimes some of the companies have not been 
able to file open acreage with employees or other people because they 
joined too late in the play. We take options from employees. Some 
of the othersdo not. Some do. 

Mr. Hannerr. You do take options from employees and some do 
not. Isthat the only peculiarity you have? 

Mr. Loorsnourrow. That’s the difference. 

\ir. Hannerr. Difference, rather than peculiarity. 

Mr. Loornourrow: I would say that is about the big difference. 

Mr. Hannerr. On how many leases have you personally filed ? 

Mr. Loorsourrow. Eleven. 

Mr. Hannerr. All of those in the State of Utah? 

Mr. Loorsourrow. Yes, sir. 

Mr. Hannerr. How many acres does it cover? 

Mr. Loornourrow. A little over 11,000 acres. Do you want it exact? 

The total is 11,681 acres, more or less. 

Mr. Hannerr. What year did you file them ? 

Mr. Loornourrow. I filed on November 18, 19, 1954. I filed again 

n January 11, 1955, April 21, 1955. 
Mr. Hannerr. Do you know what the lease acreage holdings were 
f your company at that time? 

Mr. Loorrovurrow. No, sir; but I do know that we had acreage which 
we could have taken this direct, because at a later date I purchased 
leases for the company and took them direct into our name. 

Mr. Hannerr. Then this was a device whereby you didn’t have to 

take leases direct? You could hold them under the larger 200,000- 
re limitation instead of under the smaller 46,080-acre ; is that right? 

Mr, Loornourrow. Yes, sir. The reason I filed this was my inex- 
perience in the area and I did not know of anybody to put to work in 
Utah. It was the first time I had ever been in the State of Utah in 

ficial capacity as a landman for Skelly Oil Co. in this district. 

‘Mr. Hanwerr. And you didn’t know any reliable people up there 
to start doing it for you? 

Mr. Loorgovrrow. That is true. 

Mr. Hannerr. So you did it yourself? 

Mr. Loorsourrow. Yes, sir. I trusted myself. 

Mr. Hannerr. Are you still filing in the name of employees? 

Mr. Loorsourrow. No, sir. 

Mr. Hannerr. You have to employ reliable lease brokers, don’t 
you, when you tell them what area you are interested in? 
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Mr. Loorsot RROW. Yes, sir. That is one of my responsibilities. 

Mr. Hannerr. If they are not reliable, they can break up what yo 
anticipate doing in that area; isn’t that correct ‘ 

Mr. Loornovrrow. Yes, s 

Mr. Hanwnerr. Dispose of it to your competition ? 

Mr. Loorsourrow. Yes, sir. It is a very con :petitive business. 

Mr. Hannerr. You take new options before the expiration of 
options ¢ 

Mr. Loornourrow. No, sir; not to my knowledge. 

Mr. Hannerr. Have you ever been overacreaged, “bulged 
Stanolind put it, between reporting periods ¢ 

Mr. Loorsovrrow. Not to my know ledge. 

Mr. Hannetr. Have you formed units? Has Skelly ? 

Mr. Loorsovrrow. We have joined units. We have attempted 
form one unit and due to the difficulties of getting the Indian land int 
the unit we did not form the unit. We drilled the well. That ji 
my knowledge, since I have been in this district. 

Mr. Hannerr. You only participate in units; is that right / 

Mr. Loornourrow. Yes, sir. 

Mr. Hannerr. Somebody else is the operator ? 

Mr. Loorsovurrow. Yes, sir. 

Mr. Hannerr. How many units are you in? 

Mr. Loorrourrow. To the best of my knowledge, I believe there ar 
9 in New Mexico and 1 in my district in Utah. Some of these are very 
minor interests. 

Mr. Hannerr. You say that you recommend that the acreage limita 
tions be removed and that there be c ompetitive bidding, public auction 
to the highest bidder, or by sealed bids; is that correct ‘ 

Mr. Loorrovurrow. I concur with that. 

Mr. Hannerr. Mr. Kerr said that. 

Mr. Kerr. Yes, sir. Incidentally, yesterday the chairman pointed 
out that the policy of the oil industr y back in 1946 didn’t seem to have 
been that. I have checked with my management since then and find 
that there hasn’t been any change in our view. That was our feeling 
back then. 

Mr. Hannervr. Isn't it true under such a type operation that only the 
oil companies would be the ones that would be getting the land in 
favorable areas, the large oil companies / 

Mr. Kerr. No: I don’t think so. In that connection I would like to 
bring to your attention the statement that is contained in the legisla- 
tive histor y of the 1954 amendment. 

House Report 2239 has attached to it a letter from Mr. Orme Lewis. 
then Assistant Secretary of the Interior, addressed to Senator Butler, 
who was the then chairman of this committee. The letter is dated 
May 11,1954. I quote from the fifth paragraph of his letter: 

The area of the public lands is so large that it is highly improbable that any 
operator or group of operators could obtain control of them for oil and gas pro 
duction even if there were no acreage limitation at all. These facts indicate 
that public lands are not and will not be a factor in the concentration of economic 
power in the production of crude petroleum. 

Mr. Hannerr. Not all public lands have oil or gas under them: 
have they? 

Mr. Kerr. That I don’t know. Probably not. 
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wnetr. Your company has drilled a lot of dry holes 


We have. 
rr. A lot of acreage has been released as a result of 1 
[ presume so. 

[annerr. And though there may be some new areas being de- 
.d in the United States for oil and gas, they are somewhat 
din number; aren’t they ? 

Kerr. Well. that isa relative term. I don’t know the answer to 

There are many areas under investigation. We don’t know 
the possibilities are. 

_Hannerr. Are they all on public domain ¢ 

Kerr. No. 

Hannerr. Much of it is fee and State land: isn’t that right ? 

KXKerrk. Many of the areas that are being checked are other than 


domain. 
Hannerr. It would result, wouldn’t it. in bidding tust among 
i] companies, the large major oil companies, for lands that were 


own open to public bid? 

Kerr. That hasn’t been the experience in areas where State 
lic lands and Indian lands have been open for bi idding. ‘There 

»many private individuals bidding. Competition is stiff. One of 
the possible advantages would be the elimination from these plays of 

e speculator who just buys without any intention of developing, but 
o peddle his land to someone else and make a profit. 

The bidders would be dealing direct with the owner of the land, 
the United States, and the United States would get the benefit of the 

cher bidding that would result from competitive bidding. At least 

at 1s my opi ion. 

Mr. Hannerr. Oil companies themselves in a manner speculate, 
don’t they, when they go in on this acreage? They speculate on other 
peop le s geology and other people’s drilling ? 

Mr. KE rr. Well, we maintain a large number of e xperts, geologists, 
who acquire all the information they can about an area and give us 
their best judgment, but a we acquire acreage our purpose is to 

old that acreage, develop it; we are looking for oil and gas. 

Hannerr. Do you onian a farm-out agreements, operating 
iwreements / 

Mr. Kerr. Yes, sit 

Mr. Hannerr. And thereby relieve chargeability; is that right? 

Mr. Kerr. Well, I am thinking of farm- out agreements on acreage 
that isn’t publie domain acreage. I am not familiar with our com- 
pany’s farm-out on public domain acreage. Asa usual thing we farm 
out as a last resort. When we, after exercising our best judgment as 
0 the values there, find somebody who is willing to spend the money 
to drill on a farm-out, when we ourselves feel it would be more risk 

lun We care to incur, we farm the acreage out, usually retaining an 
veces interest, under the definite agreement of the farmee to drill 
t well, 

Mr. Hannerr. Mr. Kerr, do you know of any instance when Ske lly 

as been overacre: aged ? 

Mr. Kerr. No, sir; I do not. 
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Mr. Hawnnerr. You never made any recommendations to 
acreage because of overacreage ? 

Mr. Kerr. No, sir. 

Mr. Hannetr.When you have this transfer to a nominee—and 
understand that is done on occasion, and a new option taken- 

Mr. Loorrourrow. Yes, sir. 

Mr. Kerr. Yes, sir. 

Mr. Hanwnetrt. Is there any consideration for that option from the 
nominee ¢ 

Mr. Kerr. Yes, sir. 

Mr. Hannerr. What is that consideration ? 

Mr. Kerr. Well, the usual consideration is maybe 10 or 25 cents an 
acre. It depends on what deal we can make with the nominee, Tp 
addition to that, the nominee becomes the legal owner of the lease with 
the rights of reversion. He owns the lease “subjec t only to the option 
interest that he makes, which is a valuable consideration. 

Mr. Hannert. Did you ever let options expire when they have been 
in the hands of this nominee and then picked them up again at a later 
time ? 

Mr. Kerr. I of my own knowledge don’t know. 

Mr. Hannett. Do you know? 

Mr. Loorzourrow. To my knowledge, since I have been in this 
district, none. 

Mr. Hannertr. Since you have been in this district. How long, 
about, before you were in this district, was it done? 

Mr. Loorsourrow. I was in Texas and North Dakota, and I knew of 
no options expiring and the acreage being retaken again. On most 
of the acreage we have, looking through the files, we have purchased 
options and have never released them. 

Mr. Hannetrt. In other words, somebody already had the leases; is 
that right? 

Mr. Loorsourrow. Yes, sir. 

Mr. Hannerr. When did you start into New Mexico? When did 
Skelly start? 

Mr. Loorsourrow. 1920—I don’t know for sure. 

Mr. Kerr. It was in the early days of the Hobbs field, whenever that 
was. 

Mr. Loorsourrow. 1928. 

Mr. Hannerr. In other words, you have been involved in the leas- 
ing, optioning, of Federal acreages since that time? 

Mr. Loorsourrow. Yes, sir, but most of the land in Lea County is 
State fee. 

Mr. Hannert. When did you enter the San Juan Basin area? 

Mr. Loorzourrow. The earliest lease is 1947. It was handled out of 
Midland. This was in the Midland district at that time. 

Mr. Hannerr. When did you start your district office in New 
Mexico? 

Mr. Loorsovurrow. In 1948, the latter part of 1948, to the best of my 
knowledge. 

Mr. Hannerr. A good portion of the land was taken up by that 
time; is that right? 

Mr. Loorsourrow. In New Mexico. 

Mr. Hannetrt. In the San Juan Basin area ? 
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LoorBourrow. Yes, sir: in the San Juan Basin area. 

Mr. Hannerr. Did you move with the other oil companies into Utah 

Wyoming at the same time they did ? 

\ir. Loornovrrow. I don’t believe we moved into—we moved into 

in 1948 and 1949 out of this district here. 

Mr. Hannetr. In the case of the use of these employees, absolute 

trol over that employee was held by the company, isn’t that correct? 

Mr. Kerr. Well, sir, I think the answer to that is no. Obviously, 

oh the natural desire of an employee to comply with the wishes 

mployer, you are apt to find more cooperation th: an you would 
tr inge rs, but I think there is a great difference between the con- 
iat you are trying to suggest, or I assume you are suggesting, 

he con ipany has overac reage acquired by an employee, 0 r by a a 

acting to obtain acreage and grant options to the comp: ny 

a al relations ship, insofar as the leased area in ques tion is con- 

a: becomes fixed in my opinion when they enter into the option 

reement. I don’t think it can be said that the employee or the nomi- 

re trustees in any sense of the word, or that the acreage is subject 
direct control by the company who takes the option. 

The employee could kick over the traces and refuse to grant the 

ion if he so chose. 

fr. Hannerr. And get fired ? 

Kerr. He possibly might get fired. He might die in a short 
time. The legal title to the lease is in him. His heirs or decedents 
would sueceed to this interest. The company would be dealing with 
strangers, as far as they are concerned. So I think there is a great 
(distinction between the type of control that you indicate that a com- 
pany has when it acquires in its own name leased acreage. 

Mr. Hannerr. There is a distinction without too much difference? 

Mr. Kerr. Wo: it is simply the control that the optionee has. While 
[ am sticking my neck out, as it were, I would goa step further. Sup- 
pose the employee, when the option is coming to an end, expiring, 

‘ides that he doesn’t want to grant another option to the company. 
| I think the company would be absolutely helpless, except to exercise 
whatever rights it had before its first option expired. 

[ think the company, after having entered into the contractual 
relationship with optioner and optionee, would find itself estopped 
from claiming that the ownership of the leases was other than that of 
the private property of the employee or the broker. 

Mr. Hannerr. Isn’t the legal relationship established as of the time 
that you make the agreement with the employee that he is going up 
to file the acreage for you so you can take an option on it, not as of 
the time you take the option ? 

Mr. Kerr. There is nothing more exists than an agreement on the 
part of the person who is going to get the acreage that he would grant 
in option, that that was the agreement. If he went up to file in some 
other capacity, as a trustee or something of that kind, he might have 
a different relationship. 

Mr. Hannerr. When these employees have been used, they have 
used their own money, is that it, not Skelly’s money? 

Mr. Kerr. That is my understanding. Is that the practice that you 
know about ? 

Mr. Loorsovrrow. Yes, sir; that is my understanding. 
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Mr. Hannevr. Is that what you have done / 

Mr. Loorrourrow. Yes, Sl 

Mr. Hannerr. How long a it take before you are reimbursed / 

Mr. Loornovurrow. Three to five days. 

Mr. Hannerr. Do you write the check to reimburse yourself ? 

Mr. Loorsourrow. No, sir. 

Mr. Hannerr. Where does that come out of ? 

Mr. Loornourrow. The First National Bank in Tulsa. 

Mr. Hannerr. Who writes the check ? 

Mr. Loorsovurrow. I don’t know, sir. It is a company draft. 

Mr. Hannerr. Who writes the draft? You don’t know who does 
that / 

Mr. Loorsourrow. I mean it is a draft on the company’s account, 

Mr. Hannerr. Who signs the draft? 

Mr. Loorsourrow. I imagine Mr. Swim. 

Mr. Hannetr. You don’t sign it in the local land office ? 

Mr. Loorsourrow. I have never signed it. 

Mr. Kerr. Senator, before I am dismissed, you invited yesterday 
anybody to so advise you that might know anything about what hap- 
pened to the deleted language resulting from the 1954 act. 

Senator AnpERSoN. Yes, sir, with this exc ‘eption : That I know it was 
in the Barrett bill. We asked the Department of the Interior for 4 
report. The Department of the Interior reported back some sug- 
gested language dealing with various subjects, but when the language 
was passed, that section had been dropped out of the bill. 

Mr. Kerr. The deleted words were “when taken for purpose of 
geological or geophysical exploration.” Those quoted words were 
used in connection with option acreage limitation. I found in the 
United States Code, Congressional and Administrative News, 1954, 
volume IT, pages 2852 to 2854, the legislative history that is published 
therein of that 1954 amendment, and I read part of the letter a minute 
ago from Mr. Orme Lewis, then Assistant Secretary of the Interior, 
addressed to Senator Butler, the letter being dated May 11, 1954. 

In the eighth paragraph of his letter he covers this point and said: 

It also seems desirable to liberalize the present provision which exempts op- 
tions taken for the purpose of geological or geophysical exploration from acreage 
limitations in the leasing provisions of the law. This exemption should apply to 
any type of option. Options are taken for other legitimate purposes as where 
the operator may not be ready to drill for some time and a larger area needs to be 
blocked out to warrant future drilling. 

Senator Anprerson. I know it came back from the Department of the 
Interior with the language changed. There is nothing in the hear- 
ings. Nobody asked to advise us so far as I know. The bill went over 
to them and they sent back a revision which took out “geological and 
geophysical work.” 

It. was reported to the floor and passed that way without what you 
would call too much warning. 

Mr. Kerr. That was all I was able to find on it. 

Senator Anprerson. I am sure that is a correct statement of it. 

Mr. Kerr. Would you care for a copy of our option ? 

Senator Anprerson. All right. 

(The material referred to is filed with the committee. ) 

Mr. Kerr. May we be excused now ? 

Senator ANperson. Yes, sir. 
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would like to have Mr. Hannifin back for just a minute. Mr. 
nnifin, you were present when I directed to the representative of 
e Humble Oil & Refining Co. some questions dealing with the use 
ertain brokers ¢ 


IH 


FURTHER TESTIMONY OF S. P. HANNIFIN, DISTRICT LANDMAN, 
STATE OF NEW MEXICO, MAGNOLIA PETROLEUM CO. 


r, HANNIFIN. Yes, sil 
Senator ANpERSON. I mentioned in that discussion the name of Mr. 
\. Fritts and various others, including Mr. Bryan, and Mr. Fritts’ 
fe, Ruth C. Fritts, and so forth. 
| notice in the Magnolia report of that there is the following list 
if Federal leases : 


Fritts, 2.532 acres 
Fritts, 200 acres 
Fritts, 317 acres 
Fritts, 320 acres 
NM-—2180 i Fritts, 320 acres 
NM-2369-E, Fritts, 160 acres 
NM—2538—D, J. V. Fritts, 400 acres 
NM-—2539-—D, J. V. Fritts, 120 acres 
NM-—2540-D, J. V. Fritts, 240 acres 
NM-2730-C, Ruth C. Fritts, 1,600 aeres 
NM-—2818—A, J. V. Fritts, 320 acres 


NM-—2028 Lae 
N M—2556 p 7 
NM—2056 ae 
N M—2180-G, J. 
d. 
di. 
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Phere might be some more here. Is there any policy on the part 
of your company—and I am not trying to be critical of this—to try 
to find out whether these brokers who specify that they are within the 
law actually are within the law ? 

Mr. Hannirrn. No, sir. 

Senator AnpERSON. Do you require any certification of any kind 
from them ¢ 

Mr. Hannirin. No, sir. We rely on people that, when they take 
that lease, take an assignment from somone else and file that assign- 
nent in the Bureau of Land Management office, when they make a 
sworn statement, that they are within the acreage limitation. 

Senator Anprerson. Thank you. 

We will have to say 10:30 on Friday morning because of the jury 
situation and, as I have said to you, none of the companies who were 
isked to be here need to be here if they desire not to be here with 
the exception of Mr. and Mrs. Featherstone, who have been asked to 
be present, and representatives of the Government Land Office at 
Santa Fe. 

(Whereupon, at 4:50 p. m., the hearing recessed, to reconvene at 

): 30 a.m., Friday, September 28, 1956.) 
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FRIDAY, SEPTEMBER 28, 1956 


UntTrep States SENATE, 
SPECIAL SUBCOMMITTEE OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Albuquerque, N. Mex. 

The special subcommittee met, pursuant to recess, at 10:45 a. m. in 
Bernalillo County Courthouse, Hon. Clinton P. Anderson (chairman) 
presiding. 

Present: Senator Anderson. 

Also present: George W. Hannett, special counsel to the subecom- 
mittee, and Robert W. Redwine, assistant counsel. 

Senator Anprrson. ‘The subcommittee will come to order. 

Mr. Featherstone, please. 

Do you, each of you individually, solemnly swear that the testimony 
you shall give before this subcommittee of the Senate Committee on 
Interior and Insular Affairs will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Fearuerstone. I do, 

Mr. Barasu. I do. 

Mr. SreGenTHALER. I do. 

Mr. Roexors. I do. 

Mr. Recorp. I do. 

Mr. Hannetr. Do you want to each state your names for the record 
so we can get those? 

Mr. Barasu. My name is Max Barash. I am an attorney at law, 
practicing in Washington, D. C., with offices at 711 14th Street NW. 

Mr. Fraruerstone. My name is Featherstone, Olen F.; residence, 
Roswell, N. Mex. 

Mr. SrecentTHater. William M. Siegenthaler, attorney at law, 209- 
211 Carper Building, Artesia, N. Mex. 

Mr. Rorgtors. Harvey E. Roelofs; residence, 2131 South Colum- 
bine, Denver, Colo. 

Mr. Recorp. Kenneth A. Record; residence, 1231 South Colorado 
Boulevard, Denver, Colo. 

Senator Anperson. Before we start, we are very happy that Mr. 
Robert Redwine is back with us, feeling somewhat better. I hope, 
Robert, you have the best intentions to stay in this nice climate until 
perfectly well. 

Mr. Repwine. I apologize for running out on you, but the doctor 
made me do it. 
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Senator Anprrson. I understand, Mr. Redwine, you can give tis 
something on the background of this case, and if so, I would be happy 
to have you do it at this time. 

Mr. Repwine. Mr. Chairman, as you know, the act of 1946 requir 
a semiannual report to the Secretary of the Interior from holders o; 
options. It required that these reports give the name of the optionor, 
serial number of the lease or application for lease, date and expiratio, 
of each option, number of acres cove red, and so forth and so on, and 
that the reports should be sworn to. 

In other words, an affidavit should accompany it. Late in Augusi 
Mr. Chairman, at your direction, I verbally as sked the Bureau of Land 
Management for copies of certain semiannual reports, including th; 
of Mr. Featherstone and the Featherstone Corp. 

On the 5th day of September, that verbal request was formalized i) 
writing. I hold in my hand the report that we received, a very slin 
sketch. I got in touch, after examining this, with the Bureau of 
Land Management and asked them to check their files as to whethe: 
they had any ree reports cover ing the Featherstone operations. 

Yesterday at 1:30, Mr. Edward Woozley, Director of the Burean 
of Land eed, called me from Washington and said this com 
prises the record that the Department has. 

[ call attention, Mr. Chairman, that these reports cover 1953. Two 
semiannual reports were filed in 1953, 1 report in 1954, 1 report i 
1956. None of these reports are sworn to. None of them carry the 
expiration date of the lease or the date of the lease. The backgroun 
material that we have is, therefore, most sketchy. That is all I hav 
at the moment, 

Senator Rabies side Did you ever have an explanation from the 
Bureau of Land Management as to why they had not insisted upo. 
regular reports / 

Mr. Repwine. I asked Mr. Woozley that question yesterday. Thai 
is the first time that I have been in communication with the Depart 
ment, sir, since. I realized that we did not have the complete report 
covering the Featherstone operations. Mr. Woozley said that he 
would look into it and give us a report. 

Senator Anperson. Would you identify who Mr. Woozley is? 

Mr. Repwine. He is Director of the Bureau of Land Management: 
and I would like to say ths at my conversation over the phone yesterday 
was personally with Mr. Woozley. 

Senator ANDERSON. Do you desire to present a statement here? Do 
I understand that Mr. Barash shall read it / 


TESTIMONY OF MAX BARASH, ATTORNEY AT LAW, WASHINGTON, 
D. C.; OLEN F. FEATHERSTONE, ROSWELL, N. MEX.; WILLIAM §M. 
SIEGENTHALER, ATTORNEY AT LAW, ARTESIA, N. MEX. 
HARVEY E. ROELOFS, AND KENNETH A. RECORD, DENVER, COLO. 


Mr. Barasu. That is correct. Mr. Featherstone has bad eyes. 
(Mr. Featherstone’s statement was read by Mr. Barash, as follows:) 


Mr. Chairman, because I am now undergoing medical treatment for an eye 
condition which wil] soon require an operation, I have asked my Washington, 
D. C., attorney, Max Barash, to present my statement to your committee. 

Mr. Barash has represented me before the Department of the Interior from time 
to time over the last 6 or 7 years. 
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Mr. Hannert. In what capacity have you represented him before 
Department of the Interior ¢ 

Mr. Barasu. On various matters from time to time: appe: als of some 
or making title researches for him in the Department. I just 


recall 

Mr. Hannerr. Are you representing him before the Internal Reve- 

e Department at the present time? 

Mr. Barasu. No, sir. 

Mr. Hannerr. Did you file any applications for leases for Mr. 
Featherstone in the Bureau of Land Man: iwement in Washington at 

time ¢ 

Mr. Barasn. Not to my recollection; I never have. 

Mr. Hannerr. You don’t know definitely whether or not you have. 
l'o the best of your recollection it has never occurred ¢ 

Mr. Barasn. Iam sure that I did not. 

r. Hannerr. Have you ever taken any assignment of leases in your 
‘from third parties for the benefit of Mr. Featherstone or any of 
rusts or any of his corporations at any tenet 

Mr. Barasu. No, sir. 

Mr. Hannerr. You have never given him options on any leases / 
Mr. Barasu. No, sir. 

May I continue? 

Mr. Hannerr. Certainly. 

fr. Barasu (reading) : 


sarash held legal positions in the Department of the Interior for a period 

f 15 years from 1933 to 1948. During the first 10 years, he was Assistant Soli- 

tor and senior attorney in the General Land Office, predecessor to the present 
reau of Land Management. ‘ 

From 1948 to 1948 he was chief counsel of the United States Geological Sur- 
vy. He participated in drafting much of the legislation on oil and gas leasing, 
nd he also participated in drafting the regulations under which the Interior 
partment administers the law. Thus, he has had more than passing familiarity 
with the provisions of the Mineral Leasing Act and the regulations, policy, and 
ractice of the Department. 

lam delighted, Mr. Chairman, that your committee has undertaken to investi- 
gate and make a study of the application of the acreage-limitation provisions of 
he Mineral Leasing Act, to determine, in the words of the resolution adopted by 
e Interior and Insular Affairs Committee of the United States Senate on July 
10, 1956, “whether said limitations are in fact avoided by certain individuals and 
mpanies through use of ‘straw’ men or otherwise.” 

I welcome the opportunity to appear before your committee and to present my 
riews on acreage limitations as a small, independent operator. I believe this 
iscussion should be frank, honest, and realistic on the question of major and 
ee oil company practice in acquiring leases and options, and I hope 

if on the basis of the testimony of the various witnesses appropriate relief 

egislation can be enacted, if deemed necessary, possibly to eliminate all limi- 
tations on acreage. 

Before proceeding with the discussion on acreage limitations, let me put at 
est once and for all the notion, if it should exist in anyone’s mind, that I am a 
speculator and not a legitimate independent oil operator. 

I have been in the oil business for many years and like to think that my efforts 
0 develop the oil and gas resources on the public domain have contributed in 
sole small measure to the oil reserves of our Nation. If filing lease offers makes 
ine a speculator, I plead guilty with tens of thousands of American citizens who 
ave availed themselves of the same privilege. Any American with red blood 
in his veins will take affront at any attempt to label him a speculator, if that 
term is used in a derogatory fashion, because he files lease offers and acquires 
leases on the public domain. 

Our country has become great because Americans have the courage to gamble, 
if you please, that an oil lease will bring rich rewards. As I see it, this is no 


I 





284 ACREAGE LIMITATIONS 


different than the gamble that one takes, for example, when he purchases stock 
in a corporation. Nor should a lessee be criticized because he may not posse 8 
the financial wherewithal to drill a well. 

He pays rentals for the privilege of holding a lease and his contribution 4, 
the development of the acreage comes about as a result of his efforts to persua¢, 
an oil operator that the acreage merits the drilling of a well for oil or gas. 

A citizen has as much right to hold an oil lease as any person has the right 
to acquire land in a residential area for investment purposes without intention ty 
construct homes thereon. For the information of your committee, I should like 
to state, however, that I have made substantial expenditures in drilling wells, jy 
making dry-hole or bottom-hole contributions, and in obtaining geological ang 
geophysical reports. 

If this does not characterize me as a bona fide oil operator, any further discys. 
sion on this point would serve no useful purpose. I have prepared a statement. 
which I now submit to your committee, which shows the expenditures I haye 
made in development work during recent years. 


Senator ANpEerson. We will take it. I don’t know what we will do 
with it, because I don’t believe the question of whether you do or do not 
have excess acreage depends in any degree on whether you have or have 
not operated as an oil operator. 

Mr. Barasu. That is true, Senator. 

Senator Anprerson. I don’t quite understand the purpose of this last 
page. 

Mr. Barasu. As I understand it, there have been some things said 
which sort of imply that Mr. Featherstone was a speculator and nota 
legitimate oil operator. We would like to set the record straight on 
that point. 

Mr. Hannerr. Mr. Barash, where in the record, or where did you 
get the impression that anything that has been said here up to this 
point, or done here up to this point, inferred that Mr. Featherstone was 
a speculator ? 

Mr. Barasu. As you know, I have attended these sessions and, not 
directly stated that Mr. Featherstone has been a speculator, but: the 
inference has been raised by testimony on the part of some representa- 
tives of the major companies that their operations are oftentimes 
hampered by speculative operators, and the like ; and the testimony has 
been that much acreage is picked up for purely speculative purposes 
with no intention as to a real development plan or of countenancing 
one on it, and for that reason we have submitted this just to put the 
record straight, that we testify as persons who hold acreage for the 
primary purpose of development. 

Mr. Hannetr. As far as the record, I think that is straight enough, 
and I think possibly the only reference of people grabbing public do- 
main land, possibly in the way of speculation, was in the reference to 
the opinion of Judge Hatch, which never reached decision. 

Mr. Recorp. That was mentioned, sir, and for that reason I brought 
this up. 

Senator Anprrson. I do think it is one you should argue with Judge 
Hatch, and not with the committee. We will receive it. We wil 
decide later whether we will print it. 

Mr. Barasu. May I continue, Mr. Chairman ? 

Senator ANnperson. Yes, sir. 

Mr. Barasu (reading) : 

Adverting again to the main theme of this discussion, majors and independents 


all have the same problems on acreage limitations. One group should not be 
a whipping boy for the other. Under the act of August 21, 1935, the acreage 
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limitation in a single State was fixed at 7,680 acres, which could be held under 
jease, and frankly, no responsible operator could operate on the public domain 
with so restrictive a limitation. 

Consequently, the limitation was honored more in its breach than in its 
observance. Under the act of August 8, 1946, the acreage limitation was in- 
creased to 15,360 acres in any one State, and for the first time the taking of 
nonrenewable options was authorized to the extent of 100,000 acres for periods 
of 2 years. 

‘This limitation was a vast improvement over the 1935 act limitation and 
provided a much better atmosphere for operating on the public domain. Under 
the most recent act of August 2, 1954, the acreage limitation was again increased 
from 15,360 acres to 46,080 acres in one State, and options were authorized to be 
taken for a period of 3 years rather than 2 years, and for as much as 200,000 
acres in any one State in place of the prior limitation of 100,000 acres. 

For myself, as an independent, I am happy with the present limitations and 
feel that I can proceed with oil and gas development without fear of violating 

2» AW. 

" aadeeitaal that the committee has been particularly concerned with the 
practice of the oil industry in using “straws” or “invitees” for the purpose of 
taking leases and options. 

Mr. Hannerr. Are you acquainted with this Utah decision, the 
DiRocco case ¢ 

Mr. Barasn. Yes, sir. 

Mr. Hannerr. There never has been any court test of that other 
that that was the practice in the land department, and was the situ- 
ation as of the time that that was decided. 

Mr. Barasu. The DiRocco decision goes on a different set of cir- 
cumstances entirely, and I would like to come to that later, if I may, 
in this diseussion. 

Senator AnpEerson. You mean we will have to get a direct set of 
circumstances where strawmen have been used and get a ruling from 
the Department on that in order to clear up the point ¢ 

Mr. Barasu. No, sir. Would you like for me to discuss the Di- 
Rocco decision now? I would be glad to. 

Mr. Hannert. I think it might be well. 

Senator Anperson. I think it would be all right. I would like to 
know whether you feel it has to be the sort of conspiracy that they 
seem to think was going on in the DiRocco case, ond I would like to 
have you differentiate between the DiRocco case and what happens 
when an oil company sends its own employees out to file in their name, 
or by some lease Slien who has been instructed to pick up the acreage 
for them. 

Mr. Barasu. I will try to do that, Senator. In the DiRocco case, 
three persons entered into an arrangement to solicit persons to file 
lease applications covering certain ads in Utah. The promoters 
of the arrangement took irrevocable powers of attorney, giving them 
complete power over the application and the lease when issued. 

The Department said that these persons comprised an association 
and that the net effect of the powers of attorney was that the appli- 
cants gave up practically all control over these applications covering 
some 37,000 acres, and over any leases that might be obtained. 

Hence, the Department said: é 

The plan provided for the securing of control over and the acquisition of the 
major interests in lease acreage greatly in excess of the limitation prescribed 


by law. Consequently, the leases were canceled and the applications were 
rejected. 


87402—57——_19 
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In my opinion, the DiRocco case is not good law. It has actually 
not been followed by the Department in subsequent cases. ; 

Senator Anprerson. I am not a lawyer. You have to help me out, 
You mean you don’t agree with the ruling there? 

Mr. Barasu. Not only don’t I agree with it, Senator, but the De- 
partment itself has not followed the principle they laid down in the 
DiRocco cases in subsequent cases. 

Senator Anperson. Did anybody appeal the DiRocco ease? 

Mr. Barasn. I didn’t get the question. 

Senator Anperson. Did anybody appeal the DiRocco ease? 

Mr. Barasn. To the courts? 

Senator Anprrson. Yes. 

Mr. Barasu. No, sir; not that I am aware of. 

Senator Anperson. They must have thought it was pretty good 
law. 

Mr. Barasu. I don’t know. 

Senator Anprerson. Has anybody else ever tried to get around the 
DiRocco case? 

Mr. Barasu. Senator, may I explain why the DiRocco case is not 
good law? 

Senator Anperson. You have had enough law practice to know that 
if somebody doesn’t like something about a certain decision, he can 
always find a way of bringing a test suit and trying it over again. 
When they built this courthouse, they were not quite sure of the pow- 
ers of Bernalillo County and they brought a test suit because the 
designation site was Old Town as the county seat of this county. 
They didn’t fool around about it. They brought a test suit to find 
out whether it was good law and the supreme court of the State 
passed on it. 

If anybody thinks the DiRocco case isn’t good, why not set up a 
set of circumstances which can easily be contrived and test it? 

Mr. Barasn. That is something that somebody might do. 

Senator AnpErson. Nobody tried it, though; did they ¢ 

Mr. Barasx. No, sir, Senator; but the reason is that in subsequent 
cases there are two such cases in which the facts were on all fours 
with the DiRocco case. The Department adopted a different rule 
completely. 

Senator ANpEeRson. When was that? 

Mr. Barasu. I have the citations and I will be glad to give them 
to you. 

Senator ANprerson. Let’s have them; yes. 

Mr. Barasu. Let me just make one further observation about the 
DiRoceo ease. 

Senator ANpERsON. May we have the two citations that are on all 
fours with the DiRocco case ? 

Mr. Barasu. Yes, sir; I will do that. 

Senator ANprrson. And when they were decided ? 

Mr. BarasH. Yakutat Development Co. case; it is reported in 63 
Interior Decision at page 97. 

Senator ANDEerson. When was that? 

Mr. Barasu. That was decided by the Department on April 10, 
1956. 

Senator ANDEeRsoN. Give me one that was decided before January 
20, 1953. 
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Mr. BarasH. What is the significance of that date, Mr. Chairman ? 

Senator ANDERSON. There might be a difference in philosophy. I 
can 1 tell. 

Mr. Barasw. I don’t have any decision before. The question just 
didn’t come up before, apparently. 

Senator ANDERSON, Is this Yakutat case an Alaskan case ? 

Mr. BaRasH. Yes, sir; it is. 

Senator ANprrson. Alaska is somewhat different from the gen- 
eral territory of the United States, isn’t it? Are not the statutes 
entirely different in Alaska ? 

Mr. Barasu. No, sir; they are exactly the same. The Mineral 
easing Act applies equally to Alaska as it does to the United States. 

Senator ANpbreRsON. I challenge that. 

Mr. Repwine. Mr. Chairman, I would like to say that there are 
exceptions in the case of Alaska, certain exceptions; quite a few, as a 
matter of fact. 

Senator AnpersON. Exactly. You have average Indian title con- 
troversies that take place frequently, as you well know, Mr. Barash. 
You have a great many counterclaims that exist in Alaska. You have 
national monuments that are all over the area, and they have had to 
go ahead and make violations of them, and I could be wrong, but it 
seems to me; having considered probably a thousand bills dealing 
with Alaska, that there is a completely different situation up there 
from what there is here. 

Mr. BarasH. Not so far as mineral leasing is concerned, except dif- 
ferent in acreage limitations, sir. 

May I continue with the second citation? ‘The second case is re- 
ferred to in the Yakutat decision, and it is the case of Northern De- 
velopment Co. Now, apparently that was not a published decision, 
and so I cannot give you the date of that decision, but I would say 
that it was some time in 1954 or 1955, 

Mr. RepwiNe. Mr. Chairman, may I ask the witness who signed 
the decision that he is referring to? 

Mr. Barasu. The Yakutat decision was signed by J. Reuel Arm- 
strong, Solicitor. - It was approved by Mr. D’Ewart, Assistant Secre- 
tary of the Interior. 

Senator AnpErson. Wesley D’Ewart? 

Mr. Barasu. Yes, sir. May I continue? 

I would like to distinguish the DiRocco case from the situation you 
have here. The coal-land statutes cited in the DiRocco case are easily 
distinguishable. 

Senator AnpEerson. Would you mind going ahead without me here ? 
I have been called to the telephone. 

Mr, Barasu. I would like you to listen to this. 

Senator Anperson. Then you will have to take a brief recess. I 
have been trying to Get Senator Kerr on the phone for too many days. 
(A short recess was taken.) : 

Mr. Barasu. Mr. Chairman, in the light of these facts, the princi- 
ples laid down in a series of cases dealing with the coal-land statutes 
appear to be applicable, and they cite the statute. Now, those princi- 
ples are easily distinguishable from the facts that you are investigat- 
ing here on the question of acreage limitations. ; 
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First, the coal-land statutes provide that only one entry could be 
made by a person for a maximum of 160 acres, and by an association 
for a maximum of 320 acres. 

Senator Anperson. The coal-land statutes provide that? I took a 
lease for 2,560 at one time. : 

Mr. Barasu. That deals with a certain type of situation, Senator. 
They are not the statutes that are in force today, at least dealing with 
the leasing of coal lands. > 

In this situation, as I recall, the statute provides for the patenting 
by the Government of certain lands to the extent of 160 acres to a 
person and 320 acres for an association. The Government conveyed 
the land in fee simple title. In the Featherstone situation on acreage 
limitations and in the situation of the other oil companies, the statute 
authorizes leaseholdings to the extent of 46,080 acres and option hold- 
ings to the extent of 200,000 acres, and there is no alienation of the 
land, so that the Government never loses control of the land. 

Senator Anperson. Do I understand you to say that that coal-land 
leasing act provides for fee simple title to pass to the person who gets 
the coal lease? I do not follow you on that. Is it 2,560 acres and you 
do not get title at all? 

Mr. Barasu. No, sir. 

Senator Anperson. Then what are you talking about ? 

Mr. Barasn. We are dealing with a specific statute dealing with 
alienation of certain types of lands. 

Senator Anprrson. Do you follow that, Mr. Redwine? 

Mr. Repwine. No, I do not. It seems to me that we are up. against 
a dead-end street on this kind of argument. It has absolutely no place 
in this hearing. 

Mr. Barasu. May I continue for a moment or two on this? 

Senator Anperson. Yes, but when you say that the coal-land stat- 
ute, under which people were trying to get coal leases, provided for 
160 acres to a person and 320 acres to an association and the title passed 
to the land, I do not see that that is analogous to this situation. 

Mr. Barasu. Do you have the code here? 

Senator Anprerson. Yes; and all you have to do is look at it. It is 
at about page 284. 

Mr. Barasu. I might say in explanation, Mr. Chairman, that this 
—s on the Massa case came to my attention only yesterday so 
t 


at I did not have an opportunity to go into it as thoroughly as I 
would have liked to. 


Senator Anperson (reading) : 
No person, association, or corporation, * * * shall take or hold coal, phosphate, 


or sodium leases or permits during the life of such leases in any one State, 
exceeding in the aggregate acreage two thousand five hundred and sixty acres 


for each of said minerals * * * 

Mr. Barasu. That is a different statute. 

Senator Anperson. This is comparable to the oil statute and is part 
of the same section. 

Mr. Barasn. Yes; but the Department laid down principles and 
followed certain other statutes which are cited in the DiRocco case. 
I am turning to it now. 

Mr. Repwine. Mr. Chairman, may I suggest that what we are trying 
to get at is whether the law is being evaded and the principles enun- 
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ciated by the Congress, not the principles enunciated by the Depart- 
ment of the Interior. 

Mr. Barasu. That is true. I will come to that. 

Senator AnpersoN. Was the DiRocco case not raised over the very 
section I have been reading ? 

Mr. Barasn. No, sir. 

Senator ANDERSON. Was it raised on the 160-acre section ? 

Mr. Barasn. Yes,sir. Maylreadit? Section 71,30 United States 
Code, annotated : 

Every person above the age of 21 years who is a citizen of the United States 
or ss # 

Senator Anperson. Let us be sure we understand each other. I 
asked you if ths DiRocco case was handled under the statute to which 
you are referring or whether it was handled under this statute 27% Do 
J understand your statement under oath to be that it was not under 
section 27% 

Mr. BarasH. That is correct. It was not under seetion 27. 

Mr. Repwine. May I interrupt at this point ? 

In the decision in the DiRocco case, the title reads “Oil and Gas 
Leases Canceled, Applications for Leases Rejected”—oil and gas leases 
canceled, not coal leases. 

Mr. Barasu. Mr. Redwine, that is true, but they apply principles, 
as I have just read to-you, which were enunciated in connection with 
the coal-land statutes, and that is section 71 of title 30, United States 
Code. That is the act of March 3, 1925. 

May I continue? I am trying to clarify this matter. May I con- 
tinue for a moment to show the distinction, to distinguish those prin- 
ciples from what you are considering here? May I continue? 

Second, and more important, in the coal-land statute cases the 
defendants had exhausted their rights of entry and had procured 
others to enter ostensibly for themselves but actually for the defend- 
ants. In other words, as I said before, a person could only make 1 
entry for 160 acres and an association 1 entry for 320 acres. 

Mr. Hannerr. How does that 

Mr. Barasn. Let me continue. 

Senator ANpErsoNn. I do not mind having you continue, but I wish 
you would not get us twisted up any more than it is possible to get. 
I do not see anything in the DiRocco case that talks about anything 
except oil and gas leases for which these people applied. They are 
not applying under any statute that you are talking of. 

Mr. Barasu. That is correct. I am not trying to confuse the 
issue. I am trying to clarify the issue; if I may be permitted to 
continue for just another moment or two, I think I can clarify it. 

Mr. Repwine. Mr. Chairman, may I interrupt. What Mr. Barash 
is doing is pointing to horrible examples that were cited of efforts 
made involving othsie statutes to defraud the Federal Government 
and to avoid acreage limitations. That is what is under discussion. 
What he is referring to are horrible examples of attempts to defraud 
the Federal Government. 

Mr. Barasn. That is true; and, Mr. Redwine, aren’t you attempt- 
ing to apply the principles laid down in the DiRocco case to the situa- 
tion that you are investigating here? You stated a few minutes ago 
that you were. You asked me about the DiRoeco case and whether 
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it has any application to this situation. May I have a chance to show 
why it is not applicable? 

Here in this case the Featherstones, and perhaps the other 9] 
companies that have testified, have not exhausted their rights to 
acquire more acreage than they now hold: under lease or option. 

Mr. Hannetr. You say that they have not exhausted their rights. 
If they are taking 100,000 acres under option with strawmen, where 
there is no money moving at all—from the strawmen at all, it is all the 
company’s money, and if the DiRocco case is correct, and it should 
be chargeable as lease acreage and they have 100,000 acres and their 
limitation is 46,080 acres, how can you say that they are not within 
the terms of the DiRocco case? 

Mr. Barasu. Mr. Hannett, I think that you are completely wrong 
in your interpretation of the Mineral Leasing Act in its application 
to the oil companies. 

Senator ANperson. Maybe we had better go on, because you have 
Mr. Hannett wrong and you have the Department wrong; everybody 
is wrong but you. Go ahead. The Department is wrong on the 
DiRoceco case. It was a bad law. 

Of course, if you say that everything is wrong, a whole new theory 
should be brought up and you can fit your new theory to the case of 
your clients, 

Mr. Barasu. No, sir. Mr. Chairman, I think that you are not fol- 
lowing me on this at all. What I say is that in the Yakutat case, 
which was the last case decided by the Department on a set of facts 
that are completely on all fours with the DiRocco case, the Depart- 
ment did something entirely different. 

Mr. Hannerr. | do not think that that is quite accurate. 

Mr. Repwine. May I glance at the case ? 

Mr. Barasn. If you will tell me on what basis they are not on all 
fours, I would like to see it. Let me explain what the Department 
did in the DiRocea case and what it did in the Yakutat. case. 

In the DiRoceo case the Department canceled the leases that had 
been issued and rejected the oil and gas lease applications that had been 
filed. In the Yakutat case the Department properly applied the 
governing regulation, the controlling regulation of the Department, 
which says that, if any company is in excess or any individual holds 
acreage in excess of the acreage limitations, they shall have a right 
within 30 days after notice to reduce their acreage to the proper lim- 
itations; so that, in the DiRocco case, the Department completely ig- 
nored the regulation that was in force and efiect, and in the Yakutat 
case and in the Northern Development case and in two other cases 
incidentally that I have here, the Department properly applied the 
regulation and gave those that were holding more than the law per- 
mitted 30 days to reduce their acreage to the proper limitation. 

Now, if that is confusing, Senator, I just can’t help it. It is very 
clear to me, sir. 

Senator Anprerson. Very well. That is fine. -We have one person 
clear. 

The other question that I raise is that in the DiRocco case you had 
the question of fraud. In the Yakutat case, I assume, from what you 
stated, the question of fraud did not enter, but merely excess hold- 
ings; and the right to reduce excess holdings is permitted in the law. 
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If we get to Mr. Featherstone’s case and find that he was over at one 
time and reduced down within 30 days to the limitation, he is within 
the law; but if he had dummies and strawmen over whom he had com- 
plete control, then I do not think he is within the law. 

You have a right to your opinion, and I am going to have a right to 
my uninformed opinion. 

“Mr. Barasu. Let me correct one thing you said. Actually there 
was no fraud in the DiRocco case and in the Yakutat and Northern 
Development Co. cases. It was simply a case where the people did 
not really understand how to approach this problem of acreage lim- 
itations. There was no fraud because they submitted everything to 
the Bureau of Land Management. They did not try to conceal the 
fact that they had irrevoc: able powers of attorney, that the association 
in that case actually controlled all the acreage. 

Mr. Hannerr. They did not do any of that until after they were 
under investigation. 

Mr. Barasn. I beg your pardon. They submitted that first. That 
is what caused the investigation. 

Senator ANDERSON. That is why the syllabus starts out, “The con- 
cealment from the Department * * *.” “You say they did not conceal. 
The syllabus stated, “The concealment from the Department * * *.” 

Mr. Barasu. May I clarify that ? 

Senator Anperson. .I think you had better clarify it. 

Mr. Barasn. At the time the applications were filed the Depart- 
ment was not aware of the fact that there were these irrevocable powers 
of attorney, but they did submit them later on. 

Mr. Hannerr. When they were under investigation. 

Mr. Barasn. I beg your pardon, sir. They submitted them volun- 
tarily and then there was an investigation, if I recall the facts cor- 
rectly in that case. 

Mr. Hannerr. I want to call your aioe to this provision. 

Mr. Barasu. What are you reading from? 

Mr. Hannert. I am reading from the statute, section 17. Before 
you go ahead with your testimony, I would like to get this in the 
record: 

If any interest in any lease is owned or controlled, directly or indirectly, by 
means of stock or otherwise, in violation of any of the provisions of this Act, 
the lease may be canceled, or the interest so owned may be forfeited, or the 
person so owning or controlling the interest may be compelled to dispose of 
the interest, in any appropriate proceeding instituted by the Attorney General. 

I would like to get that in the record at this point. 

Mr. Barasu. What is the significance of that in our discussion? 

Mr. Hannetr. All right. If you take a lease in violation of the 
section, you take and own and control it from the very inception and 
it should have been chargeable as lease acreage and not as option 
acreage, that portion of the section seems applicable. 

Mr. Barasn. Aren’t you reading from the wrong statute? What 
act are you reading from ? 

Mr. Hannett. Section 17 of the 1954 act. 

Senator AnpeRson. What statute should he be reading from ? 

Mr. Barasn. He should be reading from section 27 of the act of 
1946; August 8, 1946. 

Mr. Hawnerr. This is section 27. I beg your pardon, 
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Mr. BarasH. You are looking at the compilation. You may not 
be looking at the right act. May I see it? : 

Mr. Hannerrt. There is section 27. 

Senator AnpEerson. Do not tell me that the Government is w rong 
on the compilation. 

Mr. Hannett. Here is what I was reading from. 

Senator Anperson. Do not tell me now that we cannot trust the 
Government’s code. 

Mr. Barasu. No, sir. There have been a series of amendments, 
Section 27 has been amended various times. 

Senator Anperson. Has it been amended after the passage of the 
act in 1954? 

Mr. Barasu. No, sir; no, sir. 

Senator ANpEerson. What is the date on the front of that compila- 
tion ? 

Mr. BarasH. 1955, sir. 

Senator ANpERsON. 1955. 

Mr. BarasH. Where were you reading from? 

Senator Anperson. I do not say that it is a fact, but there is a 
presumption that he is reading from the right statute. 

Mr. Baras. May I say a word about that too, sir? 

Senator AnpgErson. Yes. 

Mr. Barasu. This statute says that: 
If any interest in any lease is owned or controlled, directly or indirectly, by 
means of stock or otherwise, in violation of any of the provisions of this Act, 
the lease may be canceled— 
in permissive language— 
or the interest so owned may be forfeited— 
in permissive language— 


or the person so owning or controlling the interest may be compelled— 


in permissive language— 


to dispose of the interest, in any appropriate proceeding instituted by the At- 
torney General. 

Senator AnpErson. Let me find out if he was reading from the right 
statute. 

Mr. Repwine. He was. 

Senator Anperson. Let us be thankful that we have one thing right. 

Mr. Repwine. May we bring out that the statute is in effect as of 
today. It has not been repealed ? 

Mr. Barasn. Yes, sir; but the Department has issued regulations 
which implement this act and in the Department’s regulations the 
Department has prescribed that, if anyone holds acreage and it is 
found, it is determined that any person, association, or corporation 
holds acreage in excess of lawful limitation, that person shall have 30 
days within which to reduce their acreage to the prescribed limitation. 
Consequently, by the Department’s regulation, you have an interpreta- 
tion of this particular provision of the code, and it is a regulation that 
would now govern in this instance. That is the point I was trying 
to make, Senator. 

Mr. Repwrne. I believe the statute and regulation provide, Mr. 
Barash, and I am quoting from memory now, that, if a local land office 
finds they are over on acreage, that it shall be certified to the Wash- 
ington office for transmission to the Attorney General. Is that not so! 
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Mr. Barasx. No, sir; no regulation so states. 

Mr. Repwine. Mr. Woozley should be informed of that. 

Mr. BarasH. The governing regulation—I have it right here—is 

192.42 (ec). No. That is title 43, Code of Federal Regulations, 
section 192.3 (c). May I read it for the record ? 
No lease will be issued and no transfer will be approved until it has been shown, 
pursuant to the requirements of section 192.43 (e) 4 that the lessee or trans- 
feree is entitled to hold the acreage. Any party found to hold or control 
accountable acreage computed in accordance with the principles above set forth 
in excess of the prescribed limitation shall be given 30 days within which to 
file proof of the reduction of his holdings or control so as to conform with the 
prescribed limitation. 

Now, in the Yakutat case, in the Northern Development Co. case, 
in the Massa case, and in the John Trigg case the Department applied 
this regulation and permitted them—well, in two of those cases at 
least the Department gave them 30 days within which to reduce their 
acreage W ithout canceling the leases, and still permitting them to 
retain priority under their pending applications or lease offers. In 
the other two cases, Northern Development and Yakutat, it didn’t 
come to that stage because the Department said that, although the 
regulations require that they be given an opportunity to reduce it, 
because a unit plan was submitted and approved that made the ques- 
tion moot. 

Mr. Repwrne. Mr. ‘Chairman, clearing up that point further as to 
whether it is in the regulations or is not, I found what I want. 

In November 25, 1952, the Bureau of Land Management 
directed 

Mr. Barasu. What are you reading from for the record? 


Mr. Repwine. That is what I am reading now, the record. 


On November 25, 1952, the Bureau of Land Management directed to ail regional 
administrators and managers— 


the following. I am reading from the transcript of the hearing of 
the first day. The official document was filed in the transcript. 

It is considered essential that each land office take the necessary action to 
avoid the approval to anyone of interests in excess of those permitted by law 
to be held. Accordingly, commencing with the month of January 1953, each 
land office will select five from among those who most frequently file offers 
for oil and gas leases— 

And so forth. Then, Mr, Chairman, I am skipping some of the 
language. 

If as a result of such showing, it is determined that any particular person, 
association, or corporation holds more than 15,360 acres of chargeable acreage, 
excluding interests acquired within 2 years of the current date by descent, will, 
judgment, or decree, action should be taken under title 43, Code of Federal Regu- 
lations section 192.3 (c). If that regulation is not complied with, the facts 
together with the records should be transmitted to this office in order that they 
may be transmitted to the Attorney General for action as provided in section 27 
of the act of February 25, 1920, as amended. 


Senator Anperson. That is the 30 days. 

Mr. Barasu. But they give them the 30 days’ notice first. The 
manager was instructed to do so. 

Mr. Repwine. That is correct. 

Senator Anperson. It is your contention that, if the land office 
does not give the man the 30 days’ notice, he has absolute freedom to 
violate the law. 
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Mr. Barasu. I didn’t say that. 

Senator Anpekson. That is the only inference I can draw. 

Mr. Barasn. No, sir, not at all. 

Senator Anperson. Do you agree that the man should comply with 
the law regardless of what regulations are issued ? 

Mr. Barasu. Absolutely, sir. 

Senator Anprerson. Very well. Then if a man has more than 
46,080 acres, either in his own name or under his control, you recognize 
that he has violated the law? 

Mr. Barasu. Yes, sir. 

Senator Anperson. That is fine. 

Mr. Barasu. Senator, you have to bear in mind that here you have 
oil companies and independ nt operators that are filing a great many 
lease applications taking assignments over a period of time. Some- 
times they might inadvertently be over a thousand acres or 500 acres, 
Now, you couldn't condemn any company for a temporary lapse of 
that kind in violation of the law, would you? 

Senator Anprrson. Well, I would want to know how temporary 
their lapse was. If they are doing it all the time, I think they are 
law violators. It is the old argument of people who drive down the 
highway at 60 miles an hour ‘when there is a 25-mile zone, saying, 
“The policeman just happened to catch me. I was slowing down 
just as I saw him.” 

Mr. Barasu. But the Department said in its regulations that if any- 
one is found to hold more acreage than the law permits, so the Depart- 
ment recognized that that could happen inadvertently and the Depart- 
ment said that, if it should be determined that they do have excess 
acreage, they shall be given a period of 30 days w ithin which to reduce 
it. There were no penalties. The Department didn’t try to punish 
them and the Department properly and liberally interpr eted the act. 

Senator Anperson. You are trying to say that the Congress wrote 
the law and the Department, by regulation, tried to set it aside. 

Mr. Barasu. No, sir. I am not saying that at all. 

Senator AnpERson. Why not? The law says that it is unlawful to 
doacertain thing. You say that, as long as you comply with the regu- 
lations, it is all right to do something that is unlawful. 

Mr. Barasu. Senator, you have two different situations. Where a 
person or a corporation deliberately attempts to violate the law you 
have one set of cirmumstances. If any company or individual inad- 
vertently happens to have on one day more acreage than the law 
permits, then certainly he is entitled 

Senator Anperson. You cannot possibly do it inadvertently. 

Mr. Barasu. You can’t? 

Senator Anperson. Of course, you cannot. You keep track of your 
leases and, when you get above it, you stop. If you go beyond it, it 
is not inadvertent. You do not have to file the application for the 
lease. You do not have to lay down your money to a strawman. You 
do it deliberately. 

Mr. Barasn. Sir, I am not going to argue the point because various 
companies operate in different ways and, just to illustrate, what I am 
trying to say is that a company might have a half dozen lease brokers 
out somewhere trying to pick up acreage. It is possible that one lease 
broker might pick up more acreage ‘than he should have. Conse- 
quently, at one period of time, you might be over 2,560 acres. As soon 
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as they ascert ain that fact, they voluntarily reduce their acreage. 
There is nothing improper or unlawful in that. 

Senator Anprrson. Go ahead. 

Mr. Hannertr. But where there is a preconceived scheme— 

Mr. Barasn. That is different. 

Mr. Hannerr. Where they are going to use their employees to file 
acreage, or use relatives of employees, and they are putting up all the 
money and they are going to take it under option instead of charge- 
able Jease acreage, in your opinion that is a violation of the law; is 
that right ? 

Mr. Barasn. No, sir. You are misconstruing the law. You have a 
misconception of what the law provides, and may I point out why ? 

Mr. Hannerr. Go ahead. Point it out. 

Mr. Barasn. May I point out why? Up to 1946, the act simply 
provided a maximum of 15,360 acres that eould be held under lease. 

Mr. Hannerr. Wasn’t that 7 ,000-something up to 1946? 

Mr. Barasn. No, sir. Just a moment. You are quite right. It 
was 7,600 acres. In 1946, the act of August 8, 1946, Congress in- 
creased the acreage limtiations that could be held direc tly or indirectly 
to 15,360 acres, and for the first time it provided for the taking of 
nonrenewable options for the purpose of doing geological and geo- 
physical work to the extent of 100,000 acres in one State. Now, why 
did Congress do that,? 

Senator ANDERSCN. Because one company had 700,000 acres of op- 
tions and they wanted to figure some way to get it down to where it 
was legal. They said, “We will cut it down.” ‘The debate shows what 
was going on. “They” said, “We will come to some figure that seems 
reasonable.” 

Mr. Barasu. That may be true in some case, but the purpose of the 
Congress was to promote the development of the public domain. 

Seriator Anperson, No. The law quite clearly is to prevent 
monopoly. 

Mr. BarasuH. Sir, when I continue reading my statement, I have 
the legislative history. 

Senator Anperson. I think we may as well go on with that. 

Mr. Barasn. Do you want me to answer your question on the 
options ? 

Mr. Hannert. We can come back to that. 

Senator Anperson. Let us go on. 

Mr. Barasu. I left off from Mr. Featherstone’s statement by stat- 
ing that there is nothing in the law or in the regulations of the De- 
partment of the Interior which expressly forbids this practice. 
[Reading :] 

From a legai standpoint, I am advised that the only qualification would be that 
any company or .individual who uses “straws” in acquiring leases or options 
should not do so for the purpose of holding in excess of 46,080 acres under lease 
or more than 200,000 acres under option in a single State. Unless oil companies 
and individuals are in a position to use “straws” or “invitees” the liberalization 
by Congress of the acreage limitation in the 1946 and 1954 amendatory acts by 
authorizing the taking of options would be almost meaningless. 

In the report of the Committee on Interior and Insular Affairs of June 16, 
1954 (Rept. No. 1611 83d Cong. 2d sess.) to the United States Senate on Senate 
bill 2381 which later became the act of August 2, 1954, Senator Barrett speaking 
for the committee said: 


“At the hearings witnesses for both Government and industry testified un- 
equivocally that the increased acreage and liberalization of option conditions 
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with respect to public lands would not be inconsistent with antitrust laws in 
either letter or spirit, nor tend to foster monopoly. It was peinted out that the 
amount of public domain is so vast that under the provisions of 8. 2381 no person 
or group could conrol more than a small fraction of it, at most. 

“The overwhelming proportion of public lands still has not been explored for 
mineral resources. The public domain contributes less than 5 percent of the 
total production of crude petroleum in the United States. Conclusive evidence 
was presented at the hearings showing that under present-day conditions, and 
modern methods of oil exploration, liberalization of the laws governing the leas- 
ing of the public lands is necessary for fuller development of their resources, 
Depths to which drilling must be carried to make new discoveries are constantly 
increasing with a tremendous corresponding rise in costs. Modern exploration 
and drilling equipment also is far more expensive. Under present-day condi- 
tions increased acreage and more time are necessary to protect the huge invest- 
ments now needed to maintain rates of discovery. 

“Your committee is convinced that enactment of 8. 2381 will lead to increased 
development of the mineral resources of the public domain to the benefit of 
the Nation and the States.” 

And in its report of May 11, 1954, to the Interior and Insular Affairs Com- 
mittee of the Senate on the same bill, S. 2381, the Interior Department said: 

“The proposal to increase the maximum acreage which may he held under 
oil and gas lease in any one State would, if enacted, undoubtedly encourage many 
lessees of public lands who are in a position to explore and develop larger areas 
than can be held under the existing statutory limitations. With the passage of 
time in the country’s history of mineral development, it has become increasingly 
difficult to discover undeveloped mineral resources of the Nation and increasingly 
expensive to conduct up-to-date exploratory and developmental operations. 
Because of the importance of minerals to the Nation’s economy, it is very im- 
portant that every feasible measure be adopted to encourage the discovery of 
new sources for minerals and their development. 

“T do not believe that the proposed increase in the maximum acreage of lands 
which may be held under oil and gas lease in any one State would in anyway 
be inconsistent with the system of antitrust laws which support the American 
system of competitive enterprise, or that this legislation would foster monopoly. 
To use efficiently modern methods of exploration of oil and gas, the holding of 
a substantial acreage is necessary. The overwhelming proportion of public lands 
are still unexplored. Less than 3 percent of the Federal lands currently under 
lease are producing and Federal lands contribute less than 5 percent of the 
total production of crude petroleum in the United States. The area of the public 
lands is so large that it is highly improbable that any operator or group of 
operators could obtain control of them for oil and gas production even if there 
were no acreage limitation at all. These facts indicate that public lands are 
not and will not be a factor in the concentration of economic power in the 
production of crude petroleum. * * *” 

And with specific reference to options the Department stated in its same 
report of May 11, 1954, as follows: 

“It also seems desirable to liberalize the present provision which exempts 
options taken for the purpose of geological or geophysical exploration from 
acreage limitations in the leasing provisions of the law. This exemption should 
apply to any type of option. Options are taken for other legitimate purposes, 
as where the operator may not be ready to drill for some time and a large area 
needs to be blocked out to warrant future drilling. Another proposed revision 
would eliminate the obsolete reference to options taken prior to June 1, 1946 
all of which have expired by this time.” 

In the House of Representatives, the committee in reporting Senate bill 2381 
out favorably said (Rept. No. 2239, 88d Cong., 2d sess.) : 

“There are about 300 million acres of public lands in the West that would be 
affected by this bill. Only 3 percent of the public domain is under lease on a 
producing basis at the present time and this production accounts for only 5 
percent of the total United States production. 

“The liberalization of acreage limitations and leasing terms will benefit both 
large and small operators. The latter, with limited facilities and capital, has 
particular need of more time to make his geological studies and to arrange for 
financing and conducting exploratory work. An independent, who is planning 
an expensive wildcat well, has need of sufficient acreage to justify such a 
venture. Conclusive evidence was presented to show that under present-day 
conditions liberalization of the laws governing the leasing of the public land 
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is necessary for fuller development of our resources and that increased acreage 
and more time are.necessary to protect the huge investments now required to 
maintain rates of discovery. 

“The committee is convinced that the enactment of S. 2881 will lead to in- 
ereased development of the mineral resources of the public domain to the benefit 
of the Nation and the States.” 

It is obvious from the reports of the Senate and House Committees on Interior 
and Insular Affairs and the report of the Department of the Interior that the 
act of August 2, 1954, is strictly a relief measure to stimulate and give incentive 
to large.and small oil companies and individuals to develop the oil and gas 
reserves on the public domain and to increase our oil reserves to meet present 
and future needs. It is common knowledge, and it was recognized by the Con- 
gress, that the discovery of new fields in the future will be largely by geophysi- 
cal exploration and costly deep drilling. This requires that large blocks of 
acreage be assembled. Geophysical and geological work on wildcat lands require 
substantial expenditures and it is unreasonable to expect any operator to 
undertake such work unless it has options from responsible offerors who have 
filed offers to lease the land. In this day and age, where competition between 
oil operators is so keen no operator can be expected to undertake expensive 
geological work unless he knows that if oil or gas structures are found, he 
will be the beneficiary thereof. 

The use of “straws” or “invitees” is almost a must for most companies. There 
is nothing in the law or regulations of the Interior Department which either 
expressly or by implication forbids a company interested in a particular wild- 
eat area from suggesting to “straws” or “invitees” that if they file lease offers 
covering certain acreage, the company would be glad to take options from them. 
Despite the fact that the suggestion may come from the company, the offeror 
is still the real party in interest in filing a lease offer, because he is legally 
responsible under the lease terms. In optioning the lease to the company, the 
offeror usually receives valid consideration either in terms of cash or overriding 
royalty. I see nothing improper in that practice and have been so advised by 
counsel,, In faet, unless this practice is utilized, the liberalization of the option 
limitation would not serve the purpose Congress intended and that is to promote 
the development of the oil and gas resources on the public domain. 

I wish to state frankly to your committee that in years gone by I, myself, have 
permitted employees of my office to file oil and gas lease applications on which 
I have taken options. This was done not for the purpose of circumventing the 
acreage limitations, but primarily to encourage my employees to take a great 
interest in my business and to provide them with a real incentive. 

But at no time has this procedure been utilized except in good faith and 
without any intention to acquire more acreage than the law permits. Having 
since become aware that this practice may be frowned on by the Interior De- 
partment, it was abandoned more than a year ago and is no longer countenanced. 

Statements of holdings under lease and option have recently been submitted 
to the Senta Fe Land Office by myself; my wife, Martha Featherstone; the 
Featherstone Corp.; and Harvey E. Roelofs, trustee for Olen F. Featherstone IT. 
As shown by. those statements, the acreage holdings of each are well below the 
maximum limit authorized by law. Likewise, similar statements have been 
filed in all other State offices of the Bureau of Land Management in which 
any of the above-named parties hold acreage. 

I understand that the committee has raised some question as to the right of 
acompany or individual to take a new option after the original option has expired. 
I believe that the committee is apparently construing strictly, rather than 
liberally, as a relief measure should be, the provision of the statute authorizing 
the taking of options. To be sure, the statute authorized the taking of non- 
renewable options, but that simply means that an option must not by its terms 
provide for a renewal. 

I am advised by counsel that there is no valid reason in law or in equity why 
parties to an option agreement may not after its expiration voluntarily enter 
into a new option agreement. It is my understanding that shortly after the 
passage of the amendatory act of August 8, 1946, the Department itself took 
the very same position in answering correspondence on this point. Perhaps your 
committee may wish to obtain from the Interior Department an opinion on this 
question, 


Senator Anperson. Mr. Featherstone, you state here that it is your 
understanding that the Department took the very same position in 
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answering correspondence on this point. Did you talk to anyone iy, 
the Department who had answered the correspondence ? 

Mr. Barasu. Do you understand the question? I can explain that, 
Senator. 

Senator Anverson. I would just assoon he answer. You say in your 
statement: 

It is my understanding that shortly after the passage of the amendatory act 
of August 8, 1946, the Department itself took the very same position in answer. 
ing correspondence on this point. 

Did you see any such correspondence ? 

Mr. Fearuerstone. I don’t recall. 

Senator Anperson. Did anybody in the Department advise you it 
so answered any correspondence ? 

Mr. Fearnerstone. No, Senator. May I have the paragraph ahead 
of that ? 

Senator Anperson. You are talking about the right of a company 
to take a new option after the original option had expired. 

The statute authorized the taking of nonrenewable options, but this simply 
means that an option must not by its terms provide for a renewal. 

I am advised by counsel that there is no valid reason in law or in equity why 
parties to an option agreement may not after its expiration voluntarily enter into 
a new option agreement. It is my understanding that shortly after the pas- 
sage of the amendatory act of August 8, 1946, the Department itself took the 
very same position in answering correspondence on this point. 

Did you see any such correspondence ? 

Mr. Freatuerstone. No, sir. 

Senator Anperson. Did you talk to anybody who had ever. had any 
such correspondence ? 

Mr. FEearHerstone. I talked to people and it appeared to me to be 
the general opinion that that is the fact. 

Senator AnDrrson. I am talking about correspondence. 

Mr. Fraruerstone. I don’t recall that anyone told me that they had 
seen correspondence. 

Senator Anperson. And you didn’t get any yourself? 

Mr. Fearuersrone. I don’t recall that. 

Senator AnpErson . Did anybody in the Department tell you that 
they had sent out any such correspondence ? 

Mr. FreatHerstone. No; I don’t think so. 

Senator ANDEerRson. Then how did you get that understanding? 

Mr. FearuHerstone. Because of the general understanding of the 
industry. 

Mr. Barasu. Mr. Featherstone forgets that I probably told him 
that. That is why he said that is my understanding. 

Senator ANperson. You probably wrote this. 

Mr. Barasu. I participated in drafting it. 

Senator ANDERSON. Go ahead. 

Mr. Repwine. I would like to clear up one thing, Mr. Chairman, if 
I may, in the statement that has just been read about— 
primarily to encourage employees to take a greater interest in my business and 
to provide them with a real incentive. 

Mr. Chairman, in that respect I would like to refer to a hearing held 
before the Tax Court of the United States reported in volume 22, April 


i 1954, pages 764 to 765, in which it was testified by Mr. Featherstone 
rat: 
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It was their practice to encourage their employees to take out leases in their 

wn names and that they would carry the employees free for 5-percent interest in 

the leases and pay their employees back the filing fee and rentals which sub- 
stantiates very strongly the assumptions and the innuendoes 


this is not from the decision, what I am saying here; this is the report 
of an investigator— 


the assumptions and innuendoes in the manager’s decisions mentioned above. 

However, this does not appear to be the case because in reviewing the assign- 
ments from most of the employees (of the Featherstone group), some of which 
are in the files for evidence, it appears quite apparent that the employees, after 
the acreage limitation was raised, assigned their interest to Olen Featherstone, 
Martha Featherstone, the Featherstone Corp., or the trustee, Harvey E. Roelofs, 
without any consideration as to overriding royalty. 


As soon as the acreage limitation was raised, in other words, the 
record shows the overriding royalty was wiped out. There was no 
further consideration or interest in the employees, apparently, having 
an interest in the business. 

Senator ANDERSON. We will ask Mr. Featherstone to testify on that 
when we get to it later on. I think that is an interesting point. 

Go right ahead. 

Mr. BarasH (reading) : 


The attention of your committee has been called to certain recent decisions 
of the Cheyenne land office with respect to the Featherstone group which cast 
reflection on our oil and gas activities. Those decisions are completely devoid 
of merit; are unfair, unjust and unwarranted; have no basis in law or in fact; 
and go far beyond the proper exercise of the powers of the manager. 

Needless to say, we have filed an appeal to the Director of the Bureau of 
Land Management from the manager’s decisions and our Washington, D. C., 
attorney, Mr. Barash, has filed a comprehensive brief in support of our appeal. 
We are confident that the manager’s decisions will be reversed. 

Zecause the issue raised by the manager goes to the question of compliance 
with the acreage limitations, we deem it advisable to present the matter to your 
committee. We feel your committee should know that many of the field offices 
of the Bureau of Land Management are staffed with inexperienced personnel 
who have little or no prior experience with oil and gas law. 

Decentralization of oil and gas activities from Washington, D. C., to the field 
offices practically overnight has resulted in a large number of erroneous decisions. 
We can only attribute the erroneous decisions of the Cheyenne land office now 
being discussed to an overzealous adjudicator who displayed an obvious lack of 
knowledge of the law itself, the regulations, and the practice and policy of the 
Department. 

In the first place, the decisions promulgated by the Cheyenne land office were 
unilateral, ex parte: decisions which were sprung on the Featherstone group 
without any opportunity having heen given to them to submit a showing as to 
their acreage holdings or as to the other matters which were not readily under- 
stood by the manager. 

Unilateral and ex parte decisions of this kind are not only contrary to the 
practice and policy of the Department, but they are contrary to the spirit and 
letter of the regulation and contrary also to published decisions of the Depart- 
ment—all of which the manager and his staff in the Cheyenne land office should 
have known. 

The regulation expressly provides (43 CFR, sec. 192.3 (3) that even in a case 
where it should be found that any party holds acreage in excess of the prescribed 
limitations, he shall be given 30 days within which to file proof of the reduction 
of his holdings so as to conform with the limitation. 

In four separate decisions of the Department it has been so held. I refer to 
the cases of Albert C. Massa et al. (62 I. D. 339); Yakutat Development Co., 
et cetera (63 I. D. 97) —“I. D.” is Interior Decisions—George C. Roberts et al. 
(BLM decision, June 21, 1954, Anchorage 024884, et cetera) ; John H. Trigg et al. 
(A-24488 (Apr. 8, 1949) ). 

Yet, in the decisions of the Cheyenne land office, the Featherstone group was 
neither given an epportunity to show their holdings nor allowed 30 days to file 
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proof of the reduction of their holdings, assuming for the sake of this discussioy 
that exeessive acreage was being held, which, of course, is denied. 

It should be noted, too, that the regulation (43 CFR, sec. 192.4 (f)) provides 
the same procedure where it is found that a party holds options in excess of 
the prescribed limitations. 

Senator Annerson. Mr. Hannett, do you want to go into the situa. 
tion which existed in the Cheyenne land office now before we go into 
this community property situation / 

Mr. Barasn. Mr. Chairman, may I continue, because I discuss the 
holdings of each of the people in the Featherstone group and maybe 
that would be the time. May I continue? 

Senator ANpERSON. Yes. 

Mr. Barasu (reading) : 

Adverting again to the manager’s ex parte decisions, he, in effect, reaches the 
fantastic conclusions that I control more acreage than the law permits by virtue 
of the holdings of my wife Martha Featherstone, and by virtue of the holdings 
of Harvey E. Roelofs, trustee for the benefit of my son, Olen F. Featherstone II, 
who is a minor, under an irrevocable trust agreement. 

To say that the manager is way off base in the conclusions he reached would 
be putting it mildly. As for the Featherstone Corp., I own 100 percent of the 
stock. Under the law and the regulations of the department, all of the corpora- 
tion holdings are chargeable to me and I have never disclaimed that fact. 

With respect to Martha Featherstone, it is elementary and hardly debatable 
after all these years that a wife has an absolute right to take and hold oil and 
gas leases as her own separate property. Since 1920 this right has been recog- 
nized by the Department of the Interior as applying uniformly to all States 
without exception, and without regard to community-property laws. 

Parenthetically, I am advised that section 57-4-1 of the New Mexico Statutes, 
Annotated of 1953, provides in substance that when a married woman takes a con- 
veyance of real property in her own name, it is presumed to be her own separate 
property. In any event, I do not believe that the New Mexico community prop- 
erty statute is material in its application to the Federal statute on acreage 
limitations. 

Senator AnpErson. You say that when a married woman takes a 
conveyance of real property in her own name it is presumed to be her 
own separate property. Do we understand, then, that every lease 
Martha Featherstone took in her own name is presumed to be her 
own separate property completely ? 

Mr. Barasn. Senator, I am not familiar with the New Mexico 
statute. When Mr. Featherstone said that, “I am advised,” he was 
advised by his attorney, Mr. Siegenthaler. 

Senator Anperson. I would be happy to discuss it with Mr. Siegen- 
thaler. 

Is it your understanding that when Martha Featherstone makes 
application for a lease in her own name under this section 57—4-1 of 
the New Mexico Statutes, Annotated of 1953, it is presumed that is her 
own separate property ? 

Mr. SIEGENTHALER. Yes, sir. 

Senator Anprrson. So that every lease of Martha Featherstone is 
her own property and he has no share in it? 

Mr. SteceNTHALER. Yes, sir. 

Senator ANpERson. When he takes one, what happens? She is 
presumed to own half of that? 

Mr. SrxeentHater. It depends on how he takes it. 

~ . ' 

Senator Anverson. If he takes it out not sole and separate, she 1s 
presumed to own half of it. She is presumed to own half of it. If 
she has 45,000 acres in her own name, which by your own statement 
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nd by the statement of the law is her own property, and then he takes 

5,000 acres, she is presumed to have half of that, so what is her total 

creage holdings ¢ 

Mr. SteceNTHALER. Senator, I don’t think the community- -property 
law in the State of New Mexico applies to the Federal Leasing Act, 
and never has. 

Senator AnpERsoNn. But the court hasn’t said so. 

Mr. Barasuw. Senator, I know you are trying to get the answer to 
these questions, but after all, the Department of the Interior since 
1920 has never held that the community-property laws of any State 
make any difference with respect to the right of a husband or a wife 
to hold the maximum number of acres in any one State. That is the 
best answer, sir. 

Senator Anprerson. I am going to have to go back and find the 
figure—I don’t. know that I can find it; it is a long time ago—that I 
made on a coal lease in 1921. I filed on 2,560 acres, and I would have 
enjoyed having my wife file on the adjoining 2,560 acres. 

Mr. SrecenTHauer. I think you could have. 

Senator Anperson. You think I could have, but the Department 
of the Interior didn’t think so, so I question your statement. 

Mr. Barasw. I am surprised at the Department. 

Senator Anperson. I don’t know why not. This is a community- 
property State. While my wife had sole and separate property, that 
wasn’t the contemplation at this time. 

Mr. Barasu. I spent 15 years in the Department of the Interior. I 
have never during that period of time from 1933 to 1948 seen any case 
come up in which the Department has applied community-property 
laws. 

Senator Anpgerson. I didn’t say there had been. 

Mr. SmecenTHALER. Senator, one point: The Federal Leasing Act 
has to apply to 48 States, and as counsel I am sure will agree, the com- 
munity-property laws are vastly different in the States that have 
community-property laws. 

Senator Anperson. Not only will he agree with that, but I will. 

Mr. StecenTHALER. And you can’t write a Federal Leasing Act for 
48 States and not have it uniform in the 48 States. 

Senator Anperson. Do you mean that we can’t write a voting qual- 
‘fie ation in the Federal Government that relates to certain things, and 
then have it vary in the various States ? 

Mr. SrecentHaer. That wasn’t the intent of the Federal Leasing 
Act. In New Mexico, under your theory, Senator, a man and his wife 
could only file on 46,080 acres. Colorado has no community-property 
law. Each one of them could. That wouldn’t be fair in the Federal 
Leasing Act. 

Senator Anprerson. As I tried to point out the other day, if the 
theory is true that both people can file instead of a family, then comes 
along the soulless corporation and they can only get 46,000. Why can 
a husband and wife hold twice as much as a corporation, if you are 
getting down to the question what is fair and what isn’t? 

Mr. Barasn. The corporation is a separate entity. 

Mr. Repwine. Why can’t we relate it to a partnership or an associ- 
ation? They can’t. 
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Mr. BarasH. An association is treated the same as a corporation, q 
single entity. ¥ tik. 

Mr. Repwine. And a partnership is, also. __ 

Mr. Barasu. There is nothing in the law which would prevent, for 
example, a husband and wife, and if they had 10 children, there would 
be nothing to prevent the 10 children from each going in and taking as 
much as 46,080 acres in a single State if they chose to do so. 

Senator Anperson. I am asking for information now, but is there 
a homestead law on the books? You were in the Department of the 
Interior ¢ 

Mr. Barasu. Oh, yes, sir. 

Senator ANperson. There isn’t much land you can homestead, but 
under the homestead law, could both the husband and wife homestead’ 

Mr. Barasu. No, sir. 

Senator ANpEerson. Did they say that they couldn’t? 

Mr. Barasu. I just can’t answer that question. I don’t know, 
Senator. When I worked in the Department, I handled only oil and 
gas and mineral matters. My knowledge of the homestead laws is 
practically nil. I just don’t know. 

Senator Anpgrson. I think this is one case where Congress thought 
they were writing a 46,000-acre limitation. 

Mr. Barasu. For the entire family ? 

Senator ANpDERSON. Yes. 

Mr. Barasu. It didn’t say so. 

Senator ANperson. I know it didn’t say so. That is why we are 
holding these hearings. 

Mr. Barasu. The only qualification, if I were to advise a client, 
would be that if children filed for oil and gas lease applications, the 
intention must be that it be for their sole use and benefit. That is the 
only qualification. 

Senator ANpersoN. Minor children with a guardian can also file. 

Mr. Barasn. Yes, sir. 

Senator ANDERSON. We only got up to 92,000 acres the other day. 

Mr. Barasu. We can go up to 500,000. 

Senator ANDERSON. Yes, in a single family. 

Mr. Barasu. Yes, sir. 

Senator ANDERSON. A man files for himself and he files for his wife 
and he files for each of these 8 or 9 children that he has and gets a 
guardian appointed. 

Mr. Barasu. Perfectly legal, sir. The only qualification is that 
the children must take it for their own use and benefit. 

Senator ANpERsoN. They don’t know what they are doing, even. 
Like these partnerships that the law now permits, a 1-day-old child 
can become a full partner in the business. 

Mr. Barasn. That is right. It makes no difference under the law 
if the parent advances the rentals and the money. He can make a gift 
to his children if he wants to do that. 

Senator Anprrson. It is your contention, then—I am trying to find 
out—that minor children can obtain oil leases in exactly the same 
fashion ? 

Mr. Barasu. Definitely, Senator, and the regulations of the de- 
partment so provide. 

Senator ANperson. May I just add one thing. I only say that if 
that fact had been before the Congress, there would “have been one 
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terrible time trying to show why it had to be raised from 15,000 to 
46.000. 

Mr. Barasu. A company, of course, as a single entity, can only 
hold as one person, so to speak. 

Senator Anprerson. My good friend Mr. Siegenthaler and I were 
arguing about the proprieties and fairness of the situation. Think 
of it: This poor corporation can only get 46,000 acres, but a man who 
happens to have 10 children can get 600,000 acres. 

Mr. Barasn. Yes, sir; but, of course, that would never happen. 

Senator Anperson. I don’t know; there are lots of families that 
size out here. 

Mr. Barasu. Yes, that size, but not with that much money, if I 
may say so. 

Senator Anperson. Oh, yes. 

Mr. Barasn. If a man had 600,000 acres, he would have to put up 
$300,000 in rentals. 

Senator Anperson. They just option it off the next day. 

Mr. Hannett. It might be interesting to note that if his theory is 
correct, if a corporation has subsidiaries, the total it can have is 
46,080 acres, but if it has 6,800 employees it can have the 46,080 acres 
plus the fact that it can have 6,800 employees filing leases for it, or at 
least the limit to bring it up to 200,000 acres. 

Mr. Barasn. That.would not follow. 

Senator Anperson. ‘To each one 40,000 acres. That gets it up to 
21% million. Where do we go from there? 

Mr. Repwrner. It depends on the size of the corporation. 

Mr. Barasu. That would not be a proper comparison to the situ- 
ation I pointed out. 

Senator Anperson. It is not? 

Mr. Barasn. No, sir. 

Senator Anperson. We had a sample of employees being given a 
blank application to sign. They signed it and they were reimbursed 
within 3 days if they put up their own money. Sometimes the agent 
or corporation put it up himself, these people took it and the assign- 
ment was filed simultaneously with the application. They went in the 
same envelope and the same hands to the land office. 

All rentals were thereafter paid. All the money was returned plus 
10 cents an acre, and you say that isn’t comparable to this other sit- 
uation? There is just 10 cents an acre difference. 

Mr. Barasn. No, sir. You are talking now not of direct holdings 
under leases. Your reference is to options. 

Senator Anperson. I am saying what is the difference? 

Mr. Barasn. There is a great difference. The law makes a great 
difference. 

Senator Anperson. I know you explained that in connection with 
the children and everybody else, but Congress, I think, thought it was 
putting some kind of a 46,000-acre limitation on it. Apparently it 
didn’t do a very good job. 

Mr. Barasu. May I express my opinion on that question? Con- 
gress provided for acreage limitations of 46,080 acres that any one 
person or corporation ‘could hold in its own name under lease, di- 
rectly or indirectly. 

Indirectly, of course, refers to holdings that one might have by 
virtue of stock in a corporation. Now, in addition, Congress pro- 
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vided that any company can hold as much as 200,000 acres under op- 
tion. Congress laid down no standards as to how you must go about 
acquiring your options and as a practical matter, if a company js 
interested in a particular area which has no leases on it—it is un- 
developed, and so forth—a company has no choice but to get certain 
people that they can trust to go in and file and on which they can then 
take an option. Then the company is permitted to hold as much ag 
200,000 acres under option for a period of time. 

Senator Anprrson. No, no; no limitation. 

Mr. Barasu. Three years. 

Senator Anvrerson. But they have gotten around that. We had 
one that ran on for 9 years here the other day. We have a case, 
when the land office gets in here, where an oil company has set up a 
new wrinkle now where they can hold a lease for 40 years, despite 
the 10-year limitation. 

Mr. Barasn. I can only state what I think the law intended, 
During the period of the option, if the company chose to exercise 
the option and take the lease, then that lease acreage would be charge- 
able against their 46,000 acres. The Congress was very liberal. It 
deliberately was liberal, if I may say so, so as to promote the de- 
velopment of the oil and gas resources on the public lands. 

Senator Anperson. I couldn’t agree with that, because I think Con- 
gress was badly deceived. I think the Congress felt it was putting 
a limitation on, but ended up finding there is no effective limitation 
on it. 

You can take an option and renew it for 9 years of the lease, not 
to do anything except maybe fly over it and maybe take one aerial 
photograph ever 2 years. I don’t think Congress thought it was do- 
ing that. Unfortunately, very little of the understanding was re- 
duced to writing. It came close to being reduced to writing in ju- 
dicial decision, but very little of it was reduced to writing at the 
time. 

Mr. Barasn. If I may say so, I don’t know in practice how the 
oil companies all operated, but I certainly do feel, sir, that the option 
provisions have resulted in greater development on the public lands. 

A great deal more geophysical and geological: exploration has oc- 
curred as a result of the option provisions of the 1946 and 1954 laws. 

May I continue? 

Senator ANnperson. Yes. 

Mr. Barasu. Continuing with Mr. Featherstone’s statement : 

An affidavit filed by Martha Featherstone in support of her appeal from the 
manager’s decisions established beyond the shadow of doubt that her lease 
holdings are for her sole use and benefit and her own separate property. 

To agree with the manager would be to conclude, as a matter of law, that a 
husband inevitably controls the wife and, therefore, that a wife may not hold 
oil and gas leases as her own separate property. A more foolish position is diffi- 
cult to imagine. If the manager’s position were to be upheld, thousands of leases 
on the public domain would be jeopardized. 

With regard to the trust agreement, one needs merely to examine fairly and 
impartially the “Agreement and Declaration of Trust” of May 22, 1952, to reach 
the conclusion that the trust is legal, valid, and proper in every respect. It is 
an irrevocable trust which is not subject to amendment or alteration by the 
trustors, myself, or Mrs. Featherstone, or by either of us. 

To agree with the manager would be to conclude, as a matter of law, that a 


trustor inevitably controls the trustee and, therefore, that a trustee may not hold 
oil and gas leases for the benefit of a minor. The manager’s views on this 
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point fly directly in the face of the departmental regulation (43 CFR, sec. 192.42 
(d)) which expressly authorizes a trustee to file lease offers in his own name 
for the benefit of a minor. 

So long as that regulation remains in force and effect, the manager is without 
authority to question it. Irrevoeable trusts for the benefit of minors are ex- 
pressly recognized by our tax laws and they are used in great abundance. It 
should be pointed out, too, that the “Agreement and Declaration of Trust” of 
May 22, 1952, was filed with the Bureau of Land Management when leases were 
first applied for by the trust, and it has never been questioned until the Cheyenne 
land office rendered its recent decisions. 

While it may be true that at one time or another excess acreage may have been 
held inadvertently, I wish to state unequivocally that our acreage holdings today 
are well below the prescribed limitations in each State. 

In conclusion, I wish to thank your committee, Mr. Chairman, for the oppor- 
tunity to be heard. I am sure that much good will result from these hearings, 
because it enables the oil industry to explain its problems to a committee of the 
United States Senate. 

I am sure, too, that your committee will take such appropriate corrective 
action as it deems to be in the best interest of the oil industry and the country. 

That is the end of Mr. Featherstone’s statement. 

Senator Anprerson. I think what we will do will be to resume at 
9 o'clock. 

We will put you on at 2 o’clock, Mr. Padilla. 

Do you have any information as to whether or not an oil company 
ean cancel its lease 4 days before expiration, refile the next morning, 
and whether that practice is widely followed here ? 

Mr. Papruia. It is possible they could do that; yes. 

Senator AnpgRrson. If you were given a list of leases, would you be 
able to look wp and see whether they did that? They always get them 
the next day, because nobody is suspecting it. They file late one night 
and take it again, re-lease late one night and take it in the next 
morning. 

If you don’t have the information on that practice, would you have 
some by this afternoon? Could you get it by telephone? Do you 
need it? Do you know whether it has been done? 

Mr. Papttua. It may have been done. I am not aware of it. 

Mr. Barasu. Mr. Featherstone must leave tonight to go back to 
Roswell. 

Senator Anperson. He will be finished this afternoon without fail. 
I understood there was some desire to get back to Roswell. He will be 
through this afternoon. 

Mr. Barasu. Thank you. 

Mr. Featuerstone. Thank you very much. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. the same day.) 


AFTER RECESS 


(The special subcommittee reconvened at 1:50 p. m., Hon. Clinton 
P. Anderson (chairman) presiding.) 

Senator AnpErson. The committee will come to order. 

The statement from Southern Union Gas Co., which is in affidavit 
form, will be introduced into the record at this time and will be the 
subject of interrogation at a later time. 
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(The statement referred to follows :) 


SoUTHERN UNION Gas Co., 
Dallas, Tex., September 24, 1956. 

In compliance with the request of the subcommittee, Southern Union Gas (po. 
desires to submit the following information relating to its policies and practices 
in acquiring and holding oil and gas leases on public lands. 

Basically, Southern Union Gas Co. is a public utility. Its principal business 
is predominantly the rendering of natural-gas service to residential, commercial, 
and industrial consumers in some 62 communities in the 4 southwestern States 
of New Mexico, Colorado, Arizona, and Texas. 

Notwithstanding the fact that this company is primarily a public utility, the 
company has in the past acquired and held, and owns now, oil and gas leases 
on public lands as well as oil and gas leases on private lands, public-school lands, 
other State lands, and on Federal lands other than those in the public-land 
category. 

The business policy motivating the acquisition by this company of such oil and 
gas lease interests on public lands has been related to its need for supplies of 
natural gas to render properly and adequately its public-service obligations. As 
a result of this business policy, the company has never acquired or held any oi! 
and gas lease interest in public lands which were not located in general adjacency 
to one or moré of its public Service areas. 

In acquiring oil and gas leases on public lands, it has been the policy and 
practice of Southern Union Gas Co. to obtain the lease interest in several dif- 
ferent ways. In many cases, a lease is taken in the name of the company; in 
other cases, in the name of an individual employee of the company; in still 
other cases the acquisition is made in the name of some individual who is reliably 
known to the company. 

Generally, where employees were used in the acquisition, no special or extra 
compensation was paid. When individuals other than employees were used, the 
matter of compensation was either determined by negotiation or by the com- 
pany’s desire to keep the transaction on a realistic business basis. The fore- 
going policies and practices of this company are not confined to oil and gas leases 
on public lands, but also have been used in acquiring and holding oil and gas 
leases on all lands such as fee lands, public-school lands, other State lands, and 
Federal lands other than those in the public-land category. 

It has not been the general policy of this company to seek control of oil and 
zas interests in public lands through the use of the option technique, .although 
from time to time such option arrangements have been utilized. The only options 
in which an employee or reliable invitee of the company was it optionor—of which 
either record recollection discloses—were 4 in number involving a_ total of 
2,760 acres. In each of these instances, as well as in all other options which the 
company has held, the lease or lease application was—prior to the option— 
already held by completely independent third parties. 

The following is a summary of the oil and gas leaseholdings of this company 
affecting Federal public lands. It is emphasized that this summary includes all 
direct and indirect holdings in which the company has any interest, regardless 
of whose name the record reflects as owner. 

In the State of Colorado, a total of 9,370.30 chargeable acres are held. In 
addition, 1,000 acres are held under an option, and 7,621.48 acres are covered by 
a farmout contract, including non-Federal lands as well, which contains option 
provisions and might therefore be considered an option. In this State the com- 
pany has no acreage in units or under development contracts. 

In the State of Utah, a total of 20,875.15 chargeable acres are held. In this 
State this company has no acreage under option and has no acreage in units or 
under. development contracts. 

In the State of New Mexico, a total of 44,258.09 chargeable acres are held. 
In addition, a total of 56,999:81 net aeres are held which are in and committed 
to approved producing unitization or approved producing development contract 
areas. The company further holds 1,761.8 acres in an approved unit not yet 
producing. In this State this company has no acreage under option. 

In all other States this company has. no acreage, either directly or indirectly 
owned, under option or in units or development contract. 

The following is an illustration of one practical type of problem encountered 
in carrying on operations under the oil and gas lease statutes and the applicable 
regulations, given because it is believed it will reveal company policies and 
practices in the area of the committee’s inquiry. ; 
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In T. 26 N., R. 8 W., San Juan County, N. Mex., Southern Union has oil and gas 
lease interests affecting public lands which total 14,164.49 acres. Commercial 
gas production was discovered on these lands, and partial development ensued. 

Indications were that the producing area would be extended to other lands 
n the immediate vicinity. In the interest of conservation, orderly devetopment 
nd production, the company determined to unitize the area, and in March 1956, 
t received regulatory approval as to the unit area and as to the form of the pro- 
posed unitization documents. 

For the first time, during late May or early June 1956, the company learned 
that unitization could not be effected as a result of the fact that certain lands 
within the proposed unit area had been subjected to horizontal severance and 
the new owners refused to consent to unitization. 

Of course, the company had confidently expected as a result of the accomplish- 
ment of the intended unitization to be relieved from chargeability on the 14,164.49 
acres. It immediately began canvassing the possibilities of accomplishing this 
desired nonchargeability through the use of a development contract. When it 
became apparent that completion of such development contract would be time 
consuming, the company reviewed its holdings of chargeable and nonchargeable 
acreage, and it determined upon a program of acreage surrender and divestment 
so that, regardless of the outcome of the development contract, the company’s 
accountable holdings would remain within the appropriate limit. 

In all of the administration of its acquisition and holding program which 
have been deseribed above, the company follows two other policies or interpre- 
tations. One is this: When chargeable acreage is the subject of a farm-out con- 
tract, or similar contractual undertaking, and the acreage is earned by others 
through their performance of the contractual conditions, the company no longer 
deems the acreage earned under the contract to be chargeable to it, even though 
the delivery and ultimate approval of the formal assignments cannot be 
immediate. , 

The other is this: Upon the sale of chargeable acreage and the execution by 
the company of a proper assignment, the company no longer considers the acreage 
to be chargeable. 

It is hoped that this statement fully complies with the wishes and requests of 
the subcommittee, but if any further information is required or desired, this 
company shall be happy to comply. 

Scott Hucues, Vice President. 
Stare OF TEXAS, 
County of Dallas: 

Know all men by these presents, That before me the undersigned notary 
public on this the 26th day of September 1956, personally appeared Scott Hughes, 
vice president of Southern Union Gas Co., well known to me to be such person 
and officer, and he on oath duly administered stated that he is familiar with the 
facts set forth in the foregoing three-page letter and that the facts therein have 
been prepared from the records of Southern Union Gas Co. and the same are 
true and correct to the best of his information, knowledge and belief. 


Scotr HUGHES. 

Sworn to and subscribed to before me on the day and year above mentioned. 

ANN Woon, 
Notary Public in and for Dallas County, Tez. 

Senator ANpErson. I will swear you in. 

Do you solemnly swear that the testimony you shall give before this 
special subeommitttee of the United States Senate Committee on In- 
terior and Insular Affairs will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. McInerney. I do. 

Senator ANDERSON. Will you give your name, please / 


TESTIMONY OF WILLIAM L. McINERNEY, THREE STATES 
NATURAL GAS CO. 


Mr. McInerney. William L. McInerney. 
_Mr. Hannerr. I hand you a statement dated September 26, 1956, 
for Three States Natural Gas Co. and ask you whether or not you are 
authorized to verify that on behalf of Three States Natural Gas Co.? 
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Mr. McInerney. Yes, I am. 

Mr. Hannetv. Is that the statement and do you verify that the state- 
ments therein made are to the best of your knowledge and belief trie 
and correct ? 

Mr. McInerney. Yes, I do. 

Mr. Hannetr. Mr. Chairman, I would like to have that statement 
made a part of the record at this point. 

Senator Anperson. The statement of Three States Natural Gas (‘o. 
will be copied in the record at this point. 

(The statement referred to is as follows :) 


THREE STATES NATURAL GAs Co., 
Dallas, Tex., September 26, 1956. 


As requested by the committee, Three States Natural Gas Co., through the un- 
dersigned authorized representative, submits the following information relating 
to its acreage holdings and to its practices and policies in acquiring and holding 
acreage on public-domain lands. 

Historically, Three States Natural Gas Co. is a new company—it was not or- 
ganized until 1950, at a time when most of its presently owned leases had 
already been issued. Since its organization it has engaged in the development 
and production of oil and gas in the four corners area of New Mexico, Arizona, 
Utah and Colorado. 

During the short period since the inception, Three States Natural Gas (o. 
has had no policy of acquiring oil and gas leases on public-domain lands directly 
by application to the Department of the Interior of the United States. With 
the exception of just a few presently held oil and gas leases, this company pnr- 
chased leases and options to acquire leases in the four corners area from other 
companies and individuals. In acquiring these oil and gas interests, this 
company paid a substantial consideration and committed itself to a substantial 
development program and is an innocent purchaser of these interests for value. 

Since acyuiring these interests this company has been engaged in an exten- 
sive program of developing the properties which it acquired. In its short history 
this company has spent sums in excess of over $15 million on the development 
of these interests on lands of the public domain in the Four Corners area. In 
addition, this company has caused others to spend sums in excess of over $13 
million in the development of this company’s properties. 

According to our records, the following is a summary of the holdings of this 
company on public domain lands in the various States: 


STATE OF NEW MEXICO 


. Acreage held under lease 
. Acreage held under option \ 
. Acreage committed to approved unit areas____-____--___--__________ 32, 504 


STATE OF UTAH 


. Acreage held under lease 
2. Acreage held under option 
3. Acreage committed to approved unit areas 131, 322 


STATE OF COLORADO 
. Acreage held under lease 46, 059 


79 795 


. Acreage held under option 72, 72 
. Acreage committed to approved unit areas 27, 086 


This company has no oil and gas interests on public domain lands in any 
other State in the United States. 

Ineluded in the foregoing summary of acreage holdings: are 59,662-acres which 
are farmed out to others and will be assigned under the terms of the farm-out 
agreements upon completion of the development program undertaken, which 
must, by the terms of the agreements, take place within 8 months from this date. 

Under these farm-out agreements, substantial sums are now being expended in 
the development of the acreage in return for assignment of certain acreage re 
ported by the company in the above figures. Notwithstanding the fact that this 
acreage is not within the control of this company, it is included in the acreage 
which is charged to this company and reported above. 
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In accordance with the applicable provisions of the Mineral Leasing Act, and 
in order to expedite the extensive development program above referred to, this 
company has formed units with the approval of the United States Geological 
Survey. This procedure is authorized by section 17 of the Mineral Leasing Act 
and is the most effective way to develop acreage in the Four Corners area. 

However, in some of the unit areas which have been formed as a result of a 
dry hole or dry holes drilled, it has been shown to the satisfaction of this com- 
pany that commercial deposits of hydrocarbons probably would not be found 
so that it became necessary to request a dissolution of the unit. When that 
happens, this company has the problem under present statutes and regulations 
of being charged with the condemned acreage. 

Once it has been determined by this company that such acreage has been 
ondemned and should be relinquished, the company no longer considers itself 
charged with that acreage even though there may be a delay in preparing and 
filing the necessary papers and even though the Government’s records may show 
at that time an excess of acreage charged to this company. This only results 
from the delay in processing and preparing the instruments required to divest 
the company of its interest in the particular leases after a unit has been dis- 
solved, and does not result from any intention of this company to violate the 
regulations. 

This company has not followed any particular pattern or any general plan in 
the acquisition of oil and gas leases on Federal public domain lands, This is 
so primarily because this company has been fully engaged in developing interests 
purchased from other companies and persons. Other than its original acquisi- 
tions by purchase, this company, in its entire history, has only acquired, directly 
or indirectly, or by option, eight oil and gas leases on public domain lands. 

These leases involve only a total of 15,802 acres, located in the States of Colo- 
rado and Utah. Two of these leases were obtained to fill gaps in the areas 
where the properties this company purchased are located. As is the general 
practice in the industry, whether oil and gas leases are on fee lands or on 
State lands or on Federal lands, this company requested individuals to take 
the acreage in their names so that the company’s competitors would not be 
able to ascertain this company’s interest in the acreage. Four of these leases 
have been assigned to the company. 

This company has always faithfully conformed with the laws, regulations, 
and general practices and customs relating to oil and gas leases on Federal 
lands. Option agreements have been made and this company has always cor- 
rectly reported them as chargeable option acreage. 

Each such option agreement provides that the optionor retains an overriding 
royalty in the lease when the option is exercised. With respect to options, the 
company has obtained successive option agreements from some lessees. In doing 
so, this company was following the general practice of many companies and 
of the industry, and was acting in compliance with the laws and regulations. 

Included in the acreage summarized above is acreage which is not only 
charged to this company, but also charged to another company. This situation 
has arisen out of sales by this company to others of its interest in developed 
acreage insofar as such interests included production from all the known pro- 
ducing horizons and the reservation and retention by this company of interests 
in all horizons below those which are known to be productive. 

In the Largo area, San Juan County, N. Mex., in which the company has 
reported approximately 27,000 acres as chargeable, there are SO producing wells 
situated on such acreage which are chargeable to another company and yet are 
also charged to this company by virtue of its interest retained therein, some- 
times commonly called deep rights, even though there is no production in the 
area in said deep rights. 

Over $8 million have been spent in the development of these 80 wells from 
which the United States is presently receiving its royalty. May we respectfully 
submit that under such circumstances, this committee might consider the ad- 
visability of recommending legislation which would remedy this situation. 

It is hoped that the information submitted herewith meets the desires of the 
committee. However, should any additional information be desired, the com- 
pany will be happy to comply with any requests of the committee for such addi- 
tional information. 

FE. A. JENKINS, 
Executive Vice President. 
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Mr. Hanwnetr. Delhi-Taylor, please. 

Senator Anprrson. Do you solemnly swear that the testimony you 
shall give before this special subcommittee of the Senate Committee 
on Interior and Insular Affairs will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Francis. I do. 

Senator Anperson. State your name. 


TESTIMONY OF EDWARD L. FRANCIS, DELHI-TAYLOR OIL CORP. 


Mr. Francis. Edward L. Francis. 

Mr. Hannerr. I hand you, Mr. Francis, a statement dated the 26th 
day of September 1956, signed by Mr. Robinson, and ask you whether 
or not you are authorized by your company to submit that statement 
and verify that the statements therein made are true and correct? 

Mr. Francis. I am authorized to introduce that and it is true and 
correct to the best of my knowledge and belief. 

Mr. Hannerr. Mr. Chairman, I would like to submit this statement 
to be included in the record at this point. 

Senator Anperson. The statement of the Delhi-Taylor Oil Corp, 
will be copied in the record at this point. 

(The statement referred to follows:) 

DELHI-TAYLOR Orn Corp., 
Dallas, Texr., September 26, 1956. 

In compliance with the request of the committee, Delhi-Taylor Oil Corp., 
through its undersigned authorized representative, submits the following infor- 
mation with respect to its holdings of oil and gas leases and options to acquire 
leases on public-domain lands and to its policies and practices in acquiring and 
holding such leases and options. 

The following is a summary of the oil and gas lease and option holdings of 
this company, whether direct or indirect, covering Federal public domain lands: 


I. STATE OF NEW MEXICO 
Type of holding : Number of acres 
1. Chareable acres under lease ; 5, 388. 50 
2. Chargeable acres under option None 
3. Acres subject to approved producing Federal units_________ _. 31, 754. 74 


2 
3 
4. Acres located in approved producing development contract 
RI escreeieniseninn ones Saepaiintine inside banaiye titeninenshearimenenpieteenins wptethtrs 74, 424. 33 


II. STATE OF UTAH 
Type of holding: Number of acres 
1. Chargeable acres under lease 29, 340. 54 
2. Chargeable acres under option None 
3. Acres subject to approved producing Federal units___________ 21. 08 
4. Acres located in approved producing development contract 
NI ee gee ee ge Sethe ee Oe et eS None 


Ill. STATE OF WYOMING 
Type of holding: Number of acres 
1. Chargeable acres under lease 10, 238. 52 
2. Chargeable acres under option None 
3. Acres subject to approved producing Federal units____..._____ 560. 00 


4. Acres located in approved producing development contract 


7. STATE OF MONTANA 

Type of holding: Number of acres 
1. Chargeable acres under lease 2, 075. 58 
2. Chargeable acres under option None 
3. Acres subject to approved producing Federal units__....._.___ None 

4. Acres located in approved — ing development contract 
areas ° 
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V. STATE OF CALIFORNIA 
Typ of holding: Number of acres 
*" 1. Chargeable acres under lease  camaeamnnes : 9. 90 
» Chargeable acres under option___—_ bes None 
Acres subject to approved producing Fede ral units______. None 
{ Acres located in approved producing development contract 
DPOB iaeis hhiatina nts None 

This company has no leases and no options covering Federal public domain 
ands in any other States of the United States not listed above. 

This company does own and hold leases on Federal acquired lands as 
follows: 

1. 1,603.20 acres in the State of South Dakota. 

», 30.00 acres in the State of Texas. 

Delhi-Taylor Oil Corp. has not followed any general plan in the acquisition 
of oil and gas leases on Federal public domain lands. This company has re- 
quested individuals not connected with the company and, in a very few instances, 
ts employees, to make applications for Federal leases. In requesting indi- 
viduals to acquire an oil and gas lease, this company was merely following a 
general practice in the oil and gas industry and such practice has been followed 
by this company in acquiring oil and gas leases on other types of lands, such as 
privately owned lands, State lands, and school lands. 

In cases where individuals acquire the lease, this company either acquires 
title to the lease by. direct assignment of the oil and gas lease or, in some 
instances, option agreements have been obtained. However, this company has 
not followed a policy of seeking control of oil and gas leases on public domain 
I inds through the use of options. 

Generally, the company pays a bonus for such lease or option equivalent 

) the amount paid by the individual and the individual retains an interest in 
the lease in the form of an overriding royalty interest upon the assignment of 
the lease or upon the exercise of the option. 

Most of the Federal acreage holdings of this company was acquired by pur- 
chase in arms’ length negotiation with, and for a valuable consideration running 
to, persons, firms, and corporations having no connection with this company. 

In only a very few instances has Delhi-Taylor Oil Corp. obtained a successive 
option agreement from the lessee. 

Since oftentimes years may elapse between the filing of an assignment of an 
oil and gas lease on public domain and the formal approval thereof by the 
appropriate Bureau of Land Management office, this company has, of necessity, 
treated acreage in a chargeable status.as being chargeable to it upon acquisition. 
Contrariwise, when chargeable acreage is assigned by this company, we do not 
consider that we own and hold such acreage and, consequently, do not include 
such acreage in computing acres chargeable to us. 

We trust that this statement complies with the request of the subcommittee. 
If any further information is desired or required, this company will be happy 
to comply. 

Crcit D. Ropinson. 


Mr. Hannett. You are Mr. Fred Padilla? 


FURTHER TESTIMONY OF FRED PADILLA, LAW ADJUDICATOR, 
BUREAU OF LAND MANAGEMENT, SANTA FE, N. MEX.; AND 


MERRITT BARTON, FIELD SOLICITOR, DEPARTMENT OF THE 
INTERIOR 


Mr, Papmua. Yes, sir. 

Mr. Hannett. You heretofore testified and you are law adjudicator 
for the Bureau of Land Management in Santa Fe, N. Mex.? 

Mr. Papma. Yes, sir. 

Mr. Hannett. Mr. Padilla, you were requested to check your records 
and furnish to the committee the acreage holdings of ‘W. Cornell, 
Emily K. Connell, Vincent Cuccia, Shirley V. Thompson, and F. B. 
Todhunter, as well as the records on some 15 others that you had sub- 
mitted to the committee; is that correct ? 
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Mr. Papitia. The holdings of the spouses. 

Mr. Hannert. Yes, that is right; the holdings of the spouses. Dp 
you have that information ? 

Mr. Pavia. Yes, I do, sir. 

Mr. Hannettr. Do you want to start with Mrs. Connell? What 
order do you have them in ? 

Mr. Papiiia. They are in alphabetical order there. 

Mr. Hannetr. Youstart with M. F. Abraham? 

Mr. Papua. Yes, sir. 

Mr. Hannert. As to M. F. Abraham, do your records show that 
M. F. Abraham isa single woman; is that correct ? 

Mr. Pavia. That is correct, sir. 

Mr. Hannetr. Do you have these in order in the manner in which 
we had them ? 

Mr. Papi. I believe so. Thelma W. Bauerdorf, as of April 30, 
1953. 

Mr. Hannetr. You have her holdings; is that right? 

Mr. Papa. Yes. 

Mr. Hannetr. And showing 11,606.06 acres; is that correct? 

Mr. Paprxa. That is correct. 

Mr. Hannetr. Mrs. Millie Bradley had no holdings as of April 
30, 1953; is that correct ? 

Mr. Papi. That is correct. 

Mr. Hannetr. Mrs. Merrill L. Connally, as of October 30, 1953 had 
none; is that correct? 

Mr. Papua. That is correct. 

Mr. Hannetr. Thomas Connell, acreage holdings as of January 
29, 1953, which was the time of the letter in response to your request 
for acreage holdings of Emily K. Connell, showed acreage in him of 
12,368.41 acres; is that correct? 

Mr. Papa. That is correct, sir. 

Mr. Hannert. In checking your records, have you searched all 
records and know that this is the accurate statement as of that time! 

Mr. Papiiua. These records were searched by the personnel of the 
office. I don’t know whether they have checked every record available 
or not. As far as I know, they have checked our index cards as of that 
time. 

Mr. Hannertrt. Could you state that definitely that is the amount, or 
would you have to do further checking to verify that figure? 

Mr. Papi. I would say this is the acreage as compiled by the staff 
of the office. 

Mr. Hannetrt. As of this time? 

Mr. Papua. As of that date. 

Mr. Hannetr. You can’t verify as to its accuracy ? 

Mr. Papria. No. 

Senator ANpEerson. Would you state to the best of your knowledge 
that is what you believe to be the accurate figure? 

Mr. Papruna. Yes. 

Senator Anprrson. Mr. Padilla, this shows that Thomas Connell 
as of the date in question, January 29, 1953, had in his own name 
12,368.41 acres. At the same time, in your office you had the report 
of Emily K. Connell showing 13,447.85 acres, and she says in her 
statement : 
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All leases have been optioned and in some cases assigned, but the assignments 
pave not been approved. Said interests are also subject to community interest 
of Thomas Connell, husband. 

Since she mentioned his name and you have this list, would that 
ceive you any indication that they are or are not over the 14,000- or 
15.000-acre limit that there was at that time? 

Mr. Papmuia. You mean as an individual ? 

Senator ANpERSON. Yes. We had a discussion here today that 
the community property law presumed that the wife was the owner 
of everything that she took in her own name. That would start her 
out with 18,447 acres. Then the interpretation seems to be that it is 
presumed that when the husband takes something, she owns half of 
that, so that would give her a partnership interest in 12,000 acres 
more. 

If that indicates to you any overage, would you ask them to reduce, 
or what would you do? 

Mr. Papmia. At the time, we did not have instructions as to verify- 
ing the holdings of the spouse, sir. 

Senator ANperson. You had instructions to find out if anybody was 
over the limit ? 

Mr. Papriua. Yes, we did. 

Senator AnpEerson. You mentioned the other day something about 
an appeal or request for an Gpeton. Do you have that information 
there as to what you requested ¢ 

We had it before us the other day. I wasn’t sure it was introduced 
in the record. Do you have any record of the request for a ruling on 
community property ¢ 

Mr. Paprixa. I believe we have a request in to our Washington 
office. 

Senator Anprerson. Could you read just the terms of that request ? 

Mr. Papiiua. I don’t have it with me, sir. 

Senator Anperson. I am sure that Mr. Redwine and I have both 
been given some information with reference to community property. 
It says: 

Opinion requested in community property. In the State of New Mexico it is 
our understanding that under community property law husband or wife share 
ratably in all property held in the name of either one. If this is correct, can a 
husband and wife each file an offer to lease for oil and gas describing the same 
land without creating duplicate filings? 


I have been informed that this practice has been on occasion used by some 
of the professional lease brokers. If it is incorrect, we desire to stop that 


practice. 

That is dated June 25, 1956. Why was the phrase “describing the 
same land” put in there? Do you recall? 

Mr. Paprina. As far as I know that came as a result of the filings 
that im received, say, simultaneous filings on the first of the month, 
usually. 

Senator Anperson. So it isn’t really an effort to find out about the 
community property law, but it had to do with the fact that husband 
and wife both led on the same piece of ground ¢ 

Mr. Papitia. At the same time. 

Senator ANprerson. At the same time, and that was June 25, and you 
have had no answer to that appeal ? 

Mr. Papttia. No, sir. 
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Senator Anperson. Could we just turn to Mr. Redwine and ask hiy 
if he has discussed this matter with Mr. Woolzey as to whether he 
should be pressed for a community property ruling of any kind j 
this matter / 

Mr. Repwine. By long distance telephone, I requested our staff 
director to check with the Legal Department, the Bureau of Land 
Management, Mr. Charles Soller. Mr. French advised us that Mr, 
Soller— 

Senator Anprrson. Mr. Stewart French, general counsel for the 
committee ¢ 

Mr. Repwrine. Stewart French, general counsel and director of the 
full committee of the Committee on Interior and Insular A ffaiys 
advised me by telegram that Mr. Soller, Solicitor for the Burean of 
Land Management, in a conference with Mr. French, stated to him 
that he had received no such Jetter and has had no such request from 
the New Mexico office. 

Yesterday afternoon I discussed the matter over the long distance 
telephone with Mr. Edward Woozley, Director of the Bureau of Land 
Management, who said he had checked with the Solicitor of his 
Department and no such request has been received in Washington, 

Senator Anperson. Then, Mr. Padilla, this is addressed to the field 
solicitor. Who is the field solicitor ? 

Mr. Papmua. Mr. Barton. 

Senator Anperson. Where does he live? 

Mr. Papiiua. He livesin Santa Fe. He is here today. 

Mr. Repwine. Mr. Chairman, I would like to call attention, how- 
ever, to the fact that Mr. Padilla testified earlier that he asked 
Washington for it, not the local solicitor. 

Mr. Papitia. No, sir. I believe Mr. Henriques brought up this 
matter. 

Senator Anprerson. I think Mr. Padilla is pretty clear on that 
point. 

Mr. Repwine. I beg your pardon. I knew one witness did. 

Senator ANpreRson. State your name for the record. 

Mr. Barron. Merritt Barton. 

Senator ANpEeRsON. You will be sworn, Mr. Barton. 

Do you solemnly swear that the testimony you shall give before 
this special subcommittee of the Senate Committee on Interior and 
Insular Affairs will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Barron. I do. 

Senator Anperson. Mr. Barton, what is your position ? 

Mr. Barron. Field solicitor in the Department of the Interior. 

Senator Anperson. You heard me read into the record a moment 
ago portions of the text of a memorandum by Douglas E. Hen- 
riques, dated June 25, 1956, a memorandum, rather, addressed to the 
field solicitor of the land office? 

Mr. Barron. Yes, sir. 

Senator Anprerson. Did you receive the memorandum ¢ 

Mr. Barron. I did. 

Senator ANpErson. What did you do with it, if enything ? 

Mr. Barron. I am still working on it. 

Senator ANpERson. What headway are you making? 
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. Barron. I am doing research, and the understanding when | 
rec jive such communications from a bureau within my territory is 
t | will not transmit it to the Solicitor without rendering an opinion 

ly own first. 

Senator ANDrRsON. In other words, for what background and credit 
he » wishes to give to it, you submit him the best advice you can as to 

at the situs ition 4 

Mr. Barton. Yes, sir. I will reply with a memorandum to the 
manager or to the State supervisor. 

Senator ANpreRson. This letter says: 

Can a husband and wife each file an offer to lease for oil and gas describing 
the same land without creating duplicate filings? 

Mr. Barron. Yes, sir. 

Senator AnpERSON. That doesn't really go to the point of the com- 
munity property law, does it? 

Mr. Barron. It will involve it; yes, sir. 

Senator ANDERSON. How much will it involve? Will it come di- 
rectly to a question on the community property law? Will it come 
to an answer on that ? 

In other words, could you answer this letter without even answering 
the question as to whether a husband and wife in a community-prop- 
erty State can each file 46,000 acres and obtain leases in that 
amount: — 

Mr. Barron. May I explain that this was understood not to involve 
acreage limitations. 

Senator Awperson. I have to go back now. You say it was under- 
stood not to involve acreage limitations. With whom did you have 
that understanding and why? 

Mr. Barron. W ith the manager of the Santa Fe Land Office. 

Senator Anprerson. He did not want you to go into the question of 
acreage limitations, then? 

Mr. Barron. That was not so understood. 

Senator ANDERSON. What was understood? You said it was under- 
stood not to involve acreage limitations. What do you mean when 
you say it was understood not to involve acreage limitations? 

Mr. Barron. Because of his phraseology, “both filing under the 
same land.” 

Senator Anprerson. That was designed to keep you from ruling on 
acreage limitations; was it? 

Mr. Barron. No, sir; it was not so understood. 

Senator ANDERSON. You keep saying it was not so understood ; then 
express exactly that understanding. What was the understanding? 

Mr. Barron. Because I asked him orally what he meant by that, 
what was the scope of the question, and that was his answer. 

Senator Anperson. What was his answer? 

Mr. Barron, That he was wondering what to do when he got simul- 
taneous filings on the same land by husband and wife. 

Senator ANDERSON. From that you would have to infer that he was 
not interested in the question of whether husband and wife could 
each file on 46,000 acres? 

Mr. Barron. I didn’t go into that. 

Senator ANDERSON. Did he go into that? 

Mr. Barton. We didn’t discuss it. I was trying to get the exact 
scope of his question and that was what we decided on. 
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Senator ANperson. Why did you have to discuss it with him! 
Left to yourself, would you have passed on the question of acreage 
limitations ? 

Mr. Barron. I might have branched out into it. 

Senator Anperson. And he wanted to keep you from branching? 

Mr. Barron. I didn’t want to branch any further than I needed to, 

Senator Anperson. But left alone, you might have branched. 

Mr. Barron. I might have. 

Senator Anperson. He didn’t want you to branch; is that right? 

Mr. Barron. His primary interest was in duplicate filings, simul- 
taneous filings. 

Mr. Repwine. Mr. Chairman, may I interrupt at that point? In 
the case there are simultaneous filings, suppose by Senator Ander. 
son and Bob Redwine, how is that resolved ? 

Mr. Barron. Then you have a drawing to determine which of the 
applicants will be issued the lease. 

Mr. Repwine. If that is the case, then, in the question that is posed 
to you, isn’t there a question in your mind then as to whether husband 
and wife aren’t one person ? 

Isn’t that the reason you are looking into this question so lengthily? 

Mr. Barron. Certainly there is a question. Community property 
is involved, I believe. 

Senator ANDERSON. Since you were kept from branching in the other 
instance, would you mind branching a little bit today for us and give 
us your opinion on this matter? Do you think that under the com- 
munity-property law of this State, when a wife files an application 
there is a presumption that it is her sole and separate property ? 

Mr. Barton. The statute so states. 

Senator Anperson. I know the statute so states. I am trying to 
find out what you believe it to be. Do you agree with the statute, it 
is oe to be her sole and separate property ? 

Mr. Barron. Yes. 

Senator Anperson. In this particular instance, in the Connell case, 
Mrs. Connell filed leases totaling 13,447.85 acres. Would you believe 
that that was her sole and separate property ! 

Mr. Barton. There is a presumption. Whether you should go back 
of the presumption is another question. 

Senator AnpErsoN. What would persuade you to go back of the 
presumption ? 

Mr. Barton. We are dealing with acreage limitations now ? 

Senator ANDERSON. Yes. 

Mr. Barron. Some ruling, instructions from the Bureau of Land 
Management, the Director’s office. 

Senator Anprerson. And in the absence of any ruling, which | 
assume there has not been, you would then go ahead and sustain 
the presumption that is expressed in the law; is that right? 

Mr. Barton. This is a new matter for the Bureau of Land Manage- 
ment. They haven’t had anything to alert them to that necessity for 
going back of the presumption. 

Senator ANDERSON. That wasn’t quite my question. 

You have this filing showing 13,477 acres. The statute says that it 
should be presumed that that is her sole and separate property. In 
the absence of any instructions or rules or regulations from Washing- 
ton to the contrary, you would be compelled to abide by that presump- 
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egally expressed in the code of the State of New Mexico; would 
not ¢ 
r. Barron. I am not sure that you would be compelled to abide. 
ator ANDERSON. Why shouldn’t you follow the law? What 
iid persuade you that you shouldn’t follow the law? 

\ir. Barron. It is a question very frequently as to the weight of a 

( imption. 

Senator AnpEersoN. How heavy was this presumpt ion in your mind 

how heavy was some other presumptio n¢ 

Mr. Barton. I am sorry, but that Eppeeaabtson hasn’t been weighed 

fore with any degree of care, if it has been weighed at all. 

“t Hannetr. May | seamen a question’ Suppose you have 
usband’s check for this at. the time these applications were filed 
* wife’s name and apparently it was from his separate funds? 
Vould that raise any question / 

Mr. Barron. You mean with regard to acreage limitations? 

Mr. Hannerr. It was the husband’s check that was being applied 
toward her lease application. 

Mr. Barron, May I digress just a moment ? 

We are dealing with two situations: One is the simultaneous filing 
for the same land, and the other with acreage limitations on various 
racts. 

Senator ANpERSON. Will you just excuse me if I say to you that we 
on’t care a tinker’s darn about these simultaneous filings. This is 
only for the purpose of having 2 tickets in the lottery instead of 1. 

Mr. Barron. And if there are 2 tickets, 1 should be rejected. 

Senator Awperson. That doesn’t concern us in the slightest right 
now. It may lateron. Right now we would like to know something 
about acreage limitations. “Conduct the lottery next week, but right 
iow stay on acreage limitations. 

Th is woman filed an application for 13,447.85 acres. The law 

iys you shall presume that is her sole and separate property. Did 

ou so presume ? 

Mr. Barton. I never considered it at all. If I had been asked the 
juestion, I would have said, “You have absolutely no guidance as to 
i rhe her you shall go back of the presumption. 

nator ANDERSON. When the Stateof New Mexico tries to give you 
ule ‘dance i in the lawbook? Ave you a resident of New Mexico? 

Mr. Barton. Yes, sir. 

Senator ANpgrRson. What persuades you that the legislature doesn’t 
lave a right to create this presumption ? 

Mr. Barron. The legislature did create it. 

Senator ANDERSON. They why do you ignore it? 

Mr. Barton. I didn’t say that you should i ignore it. 

Senator AnpERson. Then you should accept it? 

Mr. Barton. Very frequently when you are dealing with property 
nterests in connection with land-management matters you have a 
privilege or a duty of going back behind | legal presumptions with re- 

tion to property. 

"Be nator ANDERSON. But you don’t just do it capric iously ; do you? 

Mr. Barton. No, sir; there should be a good reason. 

Senator ANprerson. Why would there be a good reason for disre- 
arding the plain words of the law of New Mexico? 

87402—57——21 
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Mr. Barton. I am not disregarding them. 

Senator ANperson. Then do I understand you are accepting them? 

Mr. Barron. Yes. 

Senator Anpgerson. Good. 

Mr. Barron. In general, I would say that. 

Senator ANnpERsoN. We got part way, didn’t we? All right. In 
general you are going to accept this. Then comes Mr. Connell, known 
to be her husband by her own admission, and he files on 12,368.41 acres. 
The presumption in the New Mexico law is then that she is half owner 
of that in a community property State. 

Mr. Barron. Yes, sir. 

Senator Anperson. So if she owns half of this, and all of that, how 
many acres does she have? 6,000 plus 14,000, nearly ; 20,000 acres, 

Mr. Barton. That would be it. 

Senator AnpEerson. What was the limit at that time? 

Mr. Barron. That would be 15,360. 

Senator ANpDERSON. So that she was over. 

Mr. Barron. Yes, sir. 

Senator Anperson. Did you give her 30 days to reduce? 

Mr. Barton. I wasn’t consulted on the matter. 

Senator Anperson. Mr. Henriques wasn’t consulted because he just 
came to the State. Were you consulted, Mr. Padilla? 

Mr. Papriua. No, sir. 

Senator Anperson. Was anybody consulted ? 

Mr. Barron. I don’t think anyone was ever alerted to that question. 

Senator Anperson. Who would then enforce the law ? 

Mr. Barron. The Bureau of Land Management would have that 
primary duty under the regulations of the Secretary. 

Senator Anperson. Did you have a directive from Washington 
telling you to look into this matter ? 

Mr. Barton. No, sir. 

Senator Anperson. I am sorry. You did. You might not have 
received it personally, but the Director sent one out in October or 
November. Which was it? 

Mr. Repwinz. November 25. 

Senator Anperson. November 25. That is how you happened to 
be doing this. You got a directive that told you to do certain things. 

Mr. Barton. In what year was that? 

Senator ANDERSON. 1952. 

Mr. Barton. I had nothing to do with the Bureau of Land Manage- 
ment at that time. 

Senator Anperson. The point I am trying to make is that an office 
is a continuous office. The fact that Mr. Henriques got here last June 
doesn’t relieve the office of responsibility for carrying out directives 
for the purpose of the law. This was directed to all regional adminis- 
trators and managers: 

It is considered essential that each land office take the necessary action to 
avoid the approval to anyone of interests in excess of those permitted by law to 
be held. Accordingly, commencing with the month of January 1953, each land 
office will select 5 from among those who most frequently file offers for oil and 
gas leases, assignments of such leases, and so forth, and call upon them by deci- 
sion to file within 30 days from notice a list of all their oil and gas holdings, 
under the Mineral Leasing Act, of that particular State by the serial number of 
the cases involved. 





ACREAGE LIMITATIONS 319 


May I call your attention to the fact that you had selected these 
5. that this woman was 1 of the 5, that she had responded in accordance 
to notice, and had listed the amount of interest held in each case, the 
nature of the interest, and so forth. 

Then it says: 

Upon receipt of such showing, a further check will be made from the records 
in the land office as to possible further holdings not reported by the partners. 

Mr. Padilla, do you know when this came in indicating there was 
a further check to be made of Thomas Connell; whether a check was 
made ¢ 

Mr. Papitua. A check was made. 

Senator Anpgerson. Of Thomas Connell? 

Mr. Papiiua. Yes. 

Senator ANDERSON. In view of the fact that he had 12,000 acres? 

Mr. Papmua. That is right. 

Senator ANDERSON (reading) : 

If, as a result of such showing— 


and we know now that it was made; the showing did indicate this ex- 
cess acreage— 

it is determined that any particular person, association, or corporation holds 
more than 15,360 acres of chargeable acreage, excluding interests acquired within 
2 years of the current date by descent, will, judgement, or decree, action should 
be taken under 438 CFR 192.3 (c)— 

That said to give them 30 days’ notice, didn’t it ? 

Mr. Papiiua. Yes. 

Senator AnpERson. Did anybody give them 30 days’ notice? 

Mr. Papua. No, sir. We had no instructions from the Washing- 
ton office to question holdings of the spouse. 

Senator Anperson. You don’t need to have it. They told you to 
look it up, but if it went beyond that, that you were to give them 30 
days to reduce. 

Is it your testimony, then, that you did not regard this community 
property situation as one which put them over? 

Mr. Paptiia. That is correct. 

Senator ANnperson. Mr. Barton, we have had testimony from you 
that you had an understanding with the manager as to what was 
wanted by this manager. 

Mr. Barton. It was an interpretation of his request; yes, sir. 

Senator Anprerson. Did you discuss it with him ‘ 

Mr. Barron. Yes, sir. I beg your pardon. 

Senator Anperson. You said you did a while ago. Whom did you 
discuss it with ? 

Mr. Barron. I discussed it with Mr. Worth Turner, who was at that 
time acting manager. 

Senator Anperson. Mr. Henriques was not manager at that time? 

Mr. Barron. He had not yet arrived, or else he was absent. I don’t 
remember. 

Senator AnpErson. The letter is signed by Mr. Henriques, June 25, 
1956. Is it your testimony now that he did not sign the letter / 

Mr. Barton. No, sir. I did not speak personally to Mr. Henriques. 
Mr. Henriques was absent at the time, as I remember, when I tele- 
phoned and said, “What is the intent of your request /” 
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Senator AnperRson. You didn’t talk personally to anybody? Yo, 
just called somebody on the telephone? 

Mr. Barton. I know everyone in that office. I talked to Mr. Turne; 
because Mr. Henriques was not available at that time. 

Senator Anprrson. When did you talk to him ? 

Mr. Barron. Sometime after I received it. I don’t remember the 
date. 

Senator Anperson. Did you have an opinion? Would you have 
any opinion as to the date, the probable closeness to this period? Was 
it within a week ? 

Mr. Barton. No, sir. 

Senator Anperson. A month? 

Mr. Barron. It was within 2 weeks . 

Senator Anperson. His office is in Santa Fe and your office is in 
Santa Fe/ 

Mr. Barron. Yes, sir. 

Senator AnpreRson. And within 2 weeks after you got this you 
talked to som body. 

Mr. Barron. I talked to Mr. Worth Turner. 

Mr. Repwixe. May I read from this record a little bit? It seems 
Mr. Henriques is under the impression that he had some conyersa- 
tions with Mr. Barton on this, too. 

Senator Anderson asked the question : 


You sent this letter on June 25 to the field solicitor. Where did that go’ 

Mr. Henriques. To the Department's field solicitor for New Mexico, stationed 
in Santa Fe. 

Senator ANDERSON. Therefore, you walked across the aisle and dropped it o 
his desk? 

Mr. HENRIQUES. We are in separate buildings, sir. 

Senator ANpERSON. You are in separate buildings, Even with the post office 
service, he should have had it in 3 or 4 days; should he not? 

Mr. HENRIQUES. I would think so. 

Senator ANDERSON. Now, has he replied to you? 

Mr. HENRIQUES. NO, sir. 

Senator ANDERSON. You were curious about this Featherstone case up ther 
Have you been curious as to why he has not replied to you? 

Mr. Henriques. Yes, sir. 

Senator AnDerson. Did you ask him why he had not replied to you? 

Mr. HENRIQUES. Yes, Sir. 

Senator ANDERSON. What did he tell you? 

Mr. Henriques. He said he thought the question was of such paramount i: 
portance he was referring it through chanels to the departmental solicitor. 

Senator ANDERSON. Good. Did he tell you when he referred it? 

Mr. Henriqugs. I believe he did, but I don’t remember the date It was 
shortly thereafter. 

Senator ANDERSON. So that Washington has had it then for 2 or 3 months? 

Mr. Henriques. I think we could safely assume they have had it for som 
time. 

Senator ANDERSON. You would not think we were precipitous if we asked 
Washington if they had reached any decision on it then? 

Mr. HENRIQUES. Indeed, I would not. 

Senator ANpreRson. Thank you. We will try to find out what they are doing 


with it back there. Obviously, somebody does not want to answer to that 
question. 


Mr. Chairman, it was as a result of your observation there and 
your instructions to me that I checked with Washington as to whether 
such a letter had been received there. 

Senator Anperson. Mr. Henriques testified to this under oath. 
Are you prepared to tell us that he was mistaken ? 
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Mr. Barron. I think he was in some respects mistaken. 

Senator ANpERSON. In what respect was he mistaken ? 

Mr. Barton. Some time later I had a conversation with Mr. Hen- 
riques. He said, “How are you coming on that?” and I said, “I 
expect to get it out as soon as I can read all the decisions relating to 
it. which will take me some time.” 

Senator Anperson. And he then knew when he testified that this 
had not gone to Washington, that it was still in your hands? 

Mr. Barron. I don’t think he knew whether it was or not. 

Senator Anperson. Then he wasn’t competent to testify, was he? 

Mr. Barton. I didn’t tell him that I had sent it to Washington. 
[ did tell him that I thought that it should go to Washington for 
review after I wrote my initial opinion. 

Senator ANDERSON. You have not written that as yet ? 

Mr. Barton. No, sir. I think he gained from that the impression 
that I had sent it, or perhaps he was unaware that I was expected 
to render an initial opinion before I did send it. 

Senator Anprerson, Let me show you what his other understand- 
ings were on this matter. This is at page 253 of the hearings. I 
tried to find out why he hadn’t checked into these and why this 
letter only went June 25, 1956, and he remarked that he came to 
New Mexico where they had community property and he said: 

My question, sir, was not appropriate in Utah. 

That is why he didn’t raise the community property question there. 


Utah does not have community property. New Mexico does. That is why 
I asked the question as soon as I came here, so that I would be given advice 
on this subject of husband and wife holdings. 

That is what he was trying to get to, but you say now that in 
discussing it or when Mr. Turner discussed it with him, he didn’t 
want to know about that at all. 

Mr. Barron. I only know what is in that paper, and it is very 
ambiguous, and I wanted to get a clarification of the intent of his 
question so that I could form the scope of my opinion accordingly. 

Senator Anperson. Why didn’t you go to the man that wrote 
itif you wanted to know what he meant ? 

Mr. Barton. My impression was that Henriques signed it and 
Worth Turner wrote it. 

Senator Anperson. We are beginning to find out something about 
the office now. When Worth Turner wrote it, then you went back to 
him and Worth Turner didn’t care anything about this community- 
property question. He only wanted to know about this legal lottery ? 

Mr. Barron. That was true. That was the scope of his question 
as I had it confirmed to me. 

Senator Anperson. How will we then proceed to find out about 
this community-property matter? Will it lie absolutely dormant 
now ? 

Mr. Barton. No one had ever considered in the Bureau of Land 
Management, so far as I knew, or Mr. Turner knew, the question of 
the effect of community property on acreage limitations for oil and 
gas leases. 

Senator Anperson. I don’t think there is any point in going on 
with it. I just point out that Mr. Henriques signed the letter. He 
is the only one that really wants to know. If Mr. Turner gives con- 
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trary instructions, I don’t think those instructions accord very well 
with the clear instructions that you had from the Department, which 
told you that if you noticed anything of that order, you should check 
into it. 

Then the new directive comes out, tries to get some more of it, 
and you never checked this question of community property. Would 
you not agree, if this is the interpretation that is to be taken of it, 
that there never will come a time when the matter will be questioned 
as far as tlie land office is concerned ? 

You are not going to raise the question. Mr. Padilla is not going 
to raise the question. Mr. Henriques is not going to raise the 
question. Mr. Turner is very sure he doesn’t want the question 
raised. 

Mr. Barron. That was not his purpose. 

Senator Anperson. Well, he wasn’t raising the question, was he? 

Mr. Barron. The whole Department of the Interior has ignored 
that question, and I don’t think any particular group in that Depart- 
ment should be blamed for not initiating the inquiry. 

Senator Anperson. At least it isn’t going to be raised in this area. 
We may try to find some of the others and see if they are ignoring 
it. This isn’t necessarily going to be confined just to New Mexico, 

Mr. Barron. It has effectively been raised. 

Senator Anprerson. Would we be within our rights in this com- 
mittee asking you if you would render an opinion on that. subject? 
You say you have been studying property decisions. Are there many 
on oil oak gas leases ? 


Mr. Barron. None of them particularly refer to oil and gas leases 
that I know of. There may be some. I haven’t completed my 


research. 

Senator Anperson. Therefore, we can safely conclude that the 
case of Emily K. and Thomas Connell will rest as it is for the present, 
even though there is a clear showing here that they have quite a little 
acreage, and if the community property law should be interpreted as 
I have indicated it might be interpreted—I don’t say it would be, 
but might be—they would be over the limit ? 

Mr. Barton. The effect of this inquiry will bring into focus what 
has before been back in the dim background without anyone paying 
much attention to it. 

Senator Anperson. Very well. 

Mr. Hannetr. You had additional information on Mrs. Mary L. 
Cornell as of the date of Mr. Dudley Cornell’s report. She had no 
holdings, is that correct ? 

Mr. Papua. That is correct. 

Mr. Hannerr. Louis Cuccia. She had 40 acres as of the date of 
Mr. Cuccia’s report, January 29, 1953; is that correct? 

Mr. Pavia. That is correct. 

Mr. Hannerr. Mrs. Lake Fowler, as of July 22, 1953, had no hold- 
ings; is that right? 

Mr. Papua. That is correct. 

Mr. Hannert. Mr. B. R. Gorman, as of July 22, 1953, had 12,260.95 
acres; is that correct ? 

Mr. Papiua. That is correct, sir. 

Mr. Hannert. Mrs. G. E. Harrington, as of July 22, 1953, had no 
holdings; is that correct? 
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Mr. Papmtxua. That is correct. 

Mr. Hannetr. Robert Mims, as of October 30, 1953, had no hold- 
ings; is that correct? 

Mr. Papmxa. That is correct. 

Mr. Hannetr. Margaret Payne, as of October 30, 1953, had 15,036.51 
acres; is that correct ? 

Mr. Papua. That is correct, sir. 

Mr. Hannett. Do you know who Margaret Payne is? 

Mr. Papma. According to our records, she is the wife of Earl 
Payne. 

Mr. Hannert. She was almost up to the limit on that date. 

Mr. Papmua. Yes, sir. 

Mr. Repwine. What was the testimony that her husband had at 
that time? 

Mr. Hannert. We will have to check the records on that. 

Senator Anprrson. She had 15,036 acres? 

Mr. Papua. That is correct, sir. 

Senator ANpEerson. And the limit was what? 

Mr. Papimuna. 15,360. 

Mr. Hannerr. At that time her husband had chargeable acreage of 
11,835.23 acres; is that correct? Under the New Mexico statute, she 
would have a half interest of her husband; is that correct ? 

Mr. Papiiia. Well, if we interpret them that way, that would be 
correct. 

Senator Anprerson. In this particular statement of Mr. Payne’s he 
has an acreage in one instance of 11,020 acres, and he assigned all but 
160 of it, so he only reported the interest that he had in it. Was that 
in accordance with the ruling on October 13, 1953, or did he have to 
report all that he had ? 

Mr. Repwrne. I believe, Senator, that is all he had to report. I 
believe he is correct there. 

Senator Anperson. There was a time it was changed. I am merely 
asking for information. At one time he had to report all that he had, 
even though the assignment was not yet completed, and had not gone 
through; is that not right? 

Mr. Papriua. That is correct. 

Senator Anperson. And when did that requirement stop? When 
was that terminated? When was that regulation changed? 

Mr. Papruxa. I don’t know that it has. 

Senator ANpErson. You still have to report all that is on the books 
in your name, even though you assigned it and the assignment has not 
gone through ¢ 

Mr. Papmua. If the assignment has not been approved, he would 
be charged with that acreage. 

Senator ANperson. If the assignment had gone through, it wouldn’t 
be any longer in his name. 

Mr. Papttta. No, sir; if it has been approved, no. 

Senator Anperson. So that actually Mr. Payne needs to charge 
himself another 1,000 acres on 02790; wouldn’t he? 

Mr. PapiixA. He states here that that land is approved unit area, 
which will be excluded from his chargeable acreage. 

Senator Anprerson. Was it at that time? 

Mr. Papttua. He states so. Whether it was or not I don’t know. 
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Senator Anprerson. I am just trying to find out what you checke; 
now. When a statement of that nature is made, do you check to ge, 
that that area is an approved unit area at that time? 

Mr. Papiiia. I don’t remember whether we checked that, but | 
assume we did. 

Senator Anprerson. All right. 

Mr. Hannerr. As to the holdings of George 8S. Rhodes, April 3 
1953, there were none; is that correct ? 

Mr. Papinia. That is correct. 

Mr. Hannerr. Mrs. Bill J. Shelton, as of October 30, 1953, ther 
were none; is that correct ? 

Mr. Papitxia. That is correct. 

Mr. Hawnerr. You have no record of any spouse for Mr. 
Todhunter; is that correct? 

Mr. Paptiia. That is correct. 

Mr. Hawnnetr. As to Grace E. Van Hook, as of April 30, 195: 
she had 10,598.90 acres; is that correct? 

Mr. Paprixa. That is correct, sir. 

Mr. Repwine. Mr. Barton, can you tell the committee anything 
about a request made by the Santa Fe office on the date of Sepiembe: 
10 of the Solicitor’s office in Washington in respect to joint ten: MC 
and acreage limitation ¢ 

Mr. Barron. September 10 of this year? 

Mr. Repwine. Yes, sir. 

Mr. Barron. I have no knowledge of such. 

Mr. Repwrxe. Do you, Mr. Padilla? 

Mr. Papiixa. No, sir. I don’t. 

Senator Anperson. I think the subsequent testimony shows that 
the request came from the Denver office in response to a request from 
Wyoming, and the tentative decision as far as joint tenancy setup is 
that the lease acreage is chargeable against both. 

Mr. Repwine. You are correct, Mr. Chairman. Iam sorry. Ther 
were two telegrams on that subject, and I was in the hospital and 
hadn’t seen one of them. 

Senator Anperson. May I ask you one question here, Mr. Padilla 
before you go? 

Mr. Papua. Yes, sir. 

Senator ANperson. Have you had any situations where, when a 
lease was about to expire at the end of the second 5-year term—in the 
absence of production, the acreage would become open to filing again— 
if it is in an area that has pretty good prospects, you had any surren- 
der in the last 30 days, say, that it had to live, filing the release at the 
end of the day and filing a new application early the next day? 

Mr. Papua. I don’t know if such circumstances have happened. 
I have seen relinquishments come in, say, during the last 30 days of 
the term of the lease. 

Senator ANprerson. You say nobody would know if the acreage 
was released, so nobody would know it was available for filing, so the 
man can safely file it again the next morning. Then he gets another 
10 years, 5-year primary and 5-year secondary. 

Mr. Papitia. If that cancellation has been noted on our records, 
then the land is available. 

Senator AnpErRson. He filed the release the night before. 

Mr. Papa. That is true. 
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senator ANDERSON. Can he come in and file the next day ¢ 

Mr. Paprtta. He may file, but it would be a premature filing unless 

iat cancellation has been noted on our records. 

Mr. Repwtne. Mr. Chairman, may we ask how far the office is be- 

nd in posting relinquishments of le: ases 7 

Mr. Papmua. I would say we are current in such postings, 

Senator Anperson, I think that is true at the present time. 

[ have nothing more. 

- Hannett. I have nothing more. 

Senaben Anpverson. Do you have some additional information ? 

Mr. Papmua. Yes; I have some additional information here which 
has been called for. 

Vr. Hannerr. You have the acreage of Mr. Fritts and of his wife 
is of September 27, 1956? 

Mr. Papma. That is correct. 

Mr. Hannerr, As to Mr. J. V. Fritts, you have 12,810.63 acres; is 
that correct ? 

Mr. Papmua. That is correct, sir. 

Mr. Hannerr. As to his wife, you have as of September 27, 1956, 
1299.10 acres; is that correct ? 

Mr. Papa. That is correct, sir. 

Mr. Hannetr. As to Carroll Payne, as of September 27, 1956, you 

ave a grand total of 42,074.96 acres; is that correct ? 

Mr. Papmxa. That is correct, sir. 

Mr. Hawnerr. As to Edith H. Payne, his wife, Carroll Payne’s 
wife—— 

Mr. Papma. Our records show that that is his wife. 

Mr. Hannerr. On September 27, 1956 she has 34,152.89 acres; is 
that correet ? 

Mr. Papma. That is correct. 

Mr. Hannetr. As to E. R. Richardson, as of September 27, 1956 
you show 25,033.26 acres; is that correct / 

Mr. Paviria. That is correct, sir, 

Mr. Hannetr. For his wife, as of that date, September 27, 1956, 
none ; is that correct ? 

Mr. Papitxia. That is correct, sir. 

Mr. Hannetr. For Mr. R. H. Woods, as of September 27, 1956, you 
have 27,840 acres? 

Mr. Papua. Mr. Hannett, may I interrupt? We may have in the 
Richardson case, Catherine Richardson, some unapproved assign- 
ments which we don’t have any records of as being in her name yet, but 
the assignments may be pending to her. They may be on file. 

Mr. Hannerr. We cleared up all of Mr. W oods; is that right? You 
have none in the name of Mrs. R. H. Woods; is that correct? 

Mr. Papa. That is correct, sir. 

Mr. Hannerr. That is all that you brought with you, all of the 
information requested; is that correct ? 

Mr. Papnaa. Did you read Mr. R. H. Woods? 

Mr. Hawnerr. I thought I had read that into the record. He had 
27.840 aeres. 

Mr. Paprina. That is correct, sir. 

Mr. Hannerr. Thank you very much. 

Mr. Featherstone, please. 
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FURTHER TESTIMONY OF OLEN F. FEATHERSTONE, MAX BARASE 
WILLIAM M. SIEGENTHALER, HARVEY ROELOFS, AND KENNETH 
A. RECORD 


Mr. Hannett. Mr. Featherstone, we have heard the statement which 
Mr. Barash has read into the record and the comments which he has 
made and the testimony which he has given. He has been duly av- 
thorized by you to make those statements ‘ 

Mr. FreaTHersTONE. Yes, sir. 

Mr. Hannetr. And you agree that they are correct statements so 
far as you are concerned ; is that correct ? 

Mr. Featuerstone. So far as I know and so far as I am concerned. 

Mr. Hawnnerr. As I understand it from your testimony given this 
morning, Mr. Barash, in effect there are no acreage limitations; js 
that correct ? 

Mr. Barasu. No, sir. There are definitely acreage limitations. 

Mr. Hannetr. But, with those limitations in the statute, there is 
no manner under which any company, any individual, any association 
can violate the law; is that correct ? 

Mr. Barasu. I won’t go as far as saying that. The Department 
has been very liberal in providing in its regulations that, if a company 
is found to hold in excess of the prescribed limitation, that they would 
have a right, to be given 30 days within which to reduce the acreage 
to prescribed limitations. 

Mr. Hannetr. Assume that a scheme is devised whereby people 
get control of acreage and take options instead of the lease acreage 
itself. In your opinion, that is not a violation of the law ? 

Mr. Barasn. Well, you didn’t go far enough. You mean so that as 
an end result they would be holding more acreage than the law per- 
mits ? 

Mr. Hannett. Lease acreage. 

Mr. Barasu. Lease acreage than the law permits. Then that def- 
nitely would be a violation of the act. 

Mr. Hannett. Well, how can that be done? 

Mr. Barasu. Well, why don’t you give me some illustration ? 

Mr. Hannett. Can you think of an illustration ? 

Mr. Barasn. No, sir. I can’t. 

Mr. Hannetr. Well, assume that this is what is done: that an at- 
torney goes and files on acreage for a client; knows that the client is 
going to take an option: knows that the client is putting up all the 
money for it. Instead of transferring the lease as soon as he gets it, 
or the rights under the application, as soon as he gets paid he gives 
an option; and it is a preconceived idea that that course of conduct is 
going to engaged in. Is that a violation? 

Mr. Barasu. No, sir. I think it is perfectly legal under the law. 

Mr. Hannerr. Well, assume that an oil company gets its employees 
over whom it has control to go and file applications, understanding in 
advance that the employee is not going to be out of pocket 1 cent, in 
fact is going to make money on the deal, maybe 10 cents an acre; or 
maybe he is going to make no money on the deal. Is that a violation 
of the law ? 

Mr. BarasH. No, sir. I think it is perfectly legal under the law. I 
think that Congress intended that every company and individual 
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should have the right to take as much as 200,000 acres under option in 
ny single State. 

Mr. Hannerr. All right. 

Mr. Barasu. What means they employ to utilize that right is their 
own business. 

Mr. Hannetr. Can you say, Mr. Barash, that the person, the real 
party in interest under those circumstances is the attorney, the em- 
ploye e, as the case might be ¢ 

Mr. Barasn. I don’t really think that it makes any difference be- 
cause I think that Congress intended by the mineral leasing law and 
specifically by the ac ts of 1946 and 1954 that ever y individual and every 
oil company should have a right to go out and do geological and geo- 
physical work during the per ‘iod of the option. If they ‘then chose to 
exercise the option and acquire the lease by assignment, they would be 
chargeable under the 46,080-acre limitation. 

Mr. Repwine. Mr. Barash, as a matter of fact, you keep on talking 
about geophysical and geological work. Is it not a fact that Mr. 
Orme Lewis of the Department of the Interior took out any reference 
to geophysical and geological work ¢ 

Mr. Barasn. Yes, sir. 

Mr. Repwine. In the 1954 act? 

Mr. Barasu. Yes, sir. He did. 

Mr. Repwrne. So that, why do we keep talking about it? It is not 
in the act. 

Mr. Barasn. Well, the 1954 act constituted a greater liberalization 
than even the 1946 act with regard to options. You know there were 
a great many hearings held with industry before the 1954 act was 
passed. 

- Senator Anperson. Were there any held with the Congress / 

Mr. BarasH. Yes, sir. 

Senator AnpErRsoN. Do you know what sort of a hearing they had 
in the Senate ¢ 

Mr. Barasn. I think they were committee hearings. 

Senator Anperson. Senator Barrett and Senator Murray were 
there. Senator Murray had to excuse himself after a while. Sen- 
ator Barrett asked the oil companies if they liked this and they said 
that they did. I am not complaining. Senator Barrett was the only 
one there. I suppose I should have been there. 

This popular will was decreed to become law. ‘There was no men- 
tion in the hearing that there was any necessity of taking out geo- 
logical and geophysical work. The Secretary’s office was to submit 
some minor changes in the law, and that was among the minor changes. 

Mr. Repwine. And no explanation was given. 

Mr. Barasu. May I say with all due respect that I think your quar- 
rel is with the law and not with the industry. 

Senator ANperson. Our quarrel is with the way the industry: got 
the law passed, you mean. 

Mr. Barasn. I don’t know. I did not participate at all. I hap- 
pened to be present at some of those hearings, but I did not participate 
myself, and I assume that the committee and the Congress, when it 
enacted the law, felt that the deletion of geological and geophysical 
exploration was justified. 

Senator AnpERsOoN. Well, I think they made a mistake on that one; 
I think..that.is probably one they should have observed. I was 
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not able to follow that one, but I do think that there was a rather 
small amount of interest in it because it was represented to the Con- 
gress that it took possibly merely 100,000 acres to have a satisfactory 
exploration. Now we find by your own testimony that 1 man in 
his own family, if he happened to be fortunate enough to have 9 chil- 
dren, could take a half-million acres in his own family ; have all of 
the minor children make irrevocable trusts and make him the tru tee: 
and he would sit in control of half a million acres. So why change 
the law from 15,000 to 46,000 when it was way beyond that all the 
time ¢ 

The Congress was just not given the truth. They did not need any 
expansion of the law. They ‘had all they needed on this theory. 

Mr. Barasu. Well, sir, you know the Department of the Interior, 
in its report to the Congress on the bill that later became the 1954 law, 
so that, so far as the Department was concerned, there would be no 
problem even if the acreage limitations were eliminated completely. 

Senator Anperson. I realize that. 

Mr. Barasu. That there could never be any control vested in 1 fam- 
ily or 1 corporation or 1 individual in any event. 

Senator Anperson. I realize that. 

Mr. Reowine. I suggest though that, when that was suggested, the 
Congress had no idea, Mr. Chairman, that these various devices were 
going to be used to avoid the acreage limitations. 

Senator ANperson. I am trying to say that there is nothing in the 
hearings that begins to give the correct picture of what the practices 
of the oil companies had been. How in the world would the Congress 
know that a man can walk in and file 6 assignments to cover a whole 
section of 1 State, everyone of them being to employees of his own 
office, he BS ing them all a half of 1 percent of override. 

Mr. Bar: That is only for the purpose of taking the option, sir. 
Let’s be prac stical about it. Supposing you have an area that is en- 
tirely unleased. There are no lease offers in it. A company wants to 
go in and lease it, do geological and geophysical work. How are 
they going to accomplish it? They have either 1 or 2 alternatives. 
They “either forget about the area and therefore defeat the purpose 
of the act which is to promote the development of oil and gas on the 
public domain, or they can do the other thing, get people to go in, 
suggest to them that they go in, lease up the property and then give 
them an option. That is the only practical way to do it. 

Now, if there is another practical way, I would like to hear it for 
myself so I could advise my clients. 

Senator ANnperson. Well, there were some oil areas developed in 
prior years without this device. 

Mr. Barasu. I am sure there were. Iam sure that is true, Senator, 
but I have no doubt myself that the liberalization of the option provi- 
sions has tended to promote the development of oil and gas on the 
public lands. 

Mr. Srecenruater. Senator, new oil fields are becoming very scarce 
in 1956, more difficult to find and it requires a great expenditure of 
money to locate them; and. when a company goes out and locates the 
field through their geophysical and geological work, they want to be 
sure that they are going to be able to tie up enough acreage to pay 
them for the fruits of their labors. 
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ator ANpERSON. I am not arguing that question as much, Mr. 

enthaler, as I am the legislative practice of bringing something 

» Congress and outlining a great need w hie -h, upon examination, 

er there at all. If the facts had been laid before the C OPgress 

t these laws were just being avoided by bringing in your secretary 

father and her mother and everybor ly else and letting them 

! | the area, then holding that for 9 years under option so that the 

i pany actually had control of it all that time, they might have 
tas well taken off the lease-acre age limitations, 

Why not come in and state the true facts of the case and say, “There 

.take them all off” ? 

SimGENTHALER. I think the companies and individuals worked 
out the only practical solution to the problem. They just attacked 
t] robbie from a practical standpoint and everybody was doing it 
mo verthe years. That isthe only way it could work. 

Repwine. Mr. Chairman, may the record at this point carry 
aD aia of ¢ le No. 1622, Report No. 1611 which is the re- 
port of the Committee on Interior and Insular Affairs that was on 
the floor of the Senate when this legislation was passed in 1954? May 
the — ination of the bill, need for legislation, and the amendment 
pear in the record at this point ¢ 
Ss coal ANDERSON. Yes, sir. 

Mr. Repwtne (reading) : 


EXPLANATION OF THE BILL 


S. 2381, as amended, increases the amount of the public land of the United 
States that any one person, association, or corporation may hold under oil 
and gas lease to 46,080 acres in any State and to 100,000 acres in Alaska. It 
also increases the amount that may be held under oil and gas option to 200,000 
acres and enlarges the time that such options may extend to 3 years. 

Under present law, the maximum acreage of public lands that may be held 

y 1 State by a single lessee is 15,360 acres. Options may cover not more 
an 100,000 acres in a State and may extend for a period of not more than 
years, 

At the hearings, witnesses for both Government and industry testified un- 
equivocally that the increased acreage and liberalization of option conditions 

respect to public lands would not be inconsistent with antitrust laws in 
either letter or spirit, nor tend to foster monopoly. 

It was pointed out that the amount of public doman is so vast that under the 
provisions of 8. 2381 no person or group could control more than a small fraction 
of it, at most. 

NEED FOR LEGISLATION 


The overwhelming proportion of public lands still has not been explored for 
mineral resources. The public domain contributes less than 5 percent of the 
total production of crude petroleum in the United States. Conclusive evidence 
was presented at the hearings showing that under present-day conditions, and 
modern methods of oil exploration, liberalization of the laws governing the 
leasing of the public lands is necessary for fuller development of their resources. 
Depths to which drilling must be carried to make new discoveries are constantly 
increasing with a tremendous corresponding rise in costs. Modern exploration 
and drilling equipment also is far more expensive. Under present-day conditions 
increased acreage and more time are necessary to protect the huge investments 
now needed to maintain rates of discovery. 

Your committee is convinced that enactment of S. 2381 will lead to increased 
development of the mineral resources of the public domain to the benefit of the 
Nation and the States, 

THE AMENDMENT 


In the consideration of this bill, it was recommended by the Interior Depart- 
ment that the acreage limitation with respect to holdings in the Territory of 
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Alaska be increased to 100,000 acres, and that other provisions be reworded j; 
the interests of clarity. After careful study, the committee has stricken ay 
after the enacting clause and in lieu thereof substitute the following: 

That section 27 of the Act of February 25, 1920, as amended (30 U. §.:C. 184). 
is further amended as follows: 

(1) Strike out all of the language preceding the semicolon of the secon 
sentence of section 27, and insert the following in lieu thereof: “No person, 
association, or corporation, except as herein provided, shall take or hold at one 
time oil or gas leases exceeding in the aggregate forty-six thousand and eighty 
acres granted hereunder in any one State, except that in the Territory of Alaska 
no person, association, or corporation, except as herein provided, shall take or 
hold at one time oil or gas leases exceeding in the aggregate one hundred thousand 
acres granted hereunder :”. 

(2) Strike out sentences 5 and 6 of section 27 and insert the following in liey 
thereof: “The interest of an optionee under a nonrenewable option to purchase or 
otherwise acquire one or more oil or gas leases (whether then or thereafter 
issued), or any interest therein, shall not, prior to the exercise of such option, he 
a taking or holding or control under the acreage limitations provisions of any 
section of this Act. No such option shall be entered into for a period of more 
than three years, without the prior approval of the Secretary of the Interior, and 
no person, association, or corporation shall hold at one time such options of more 
than two hundred thousand acres in any one State.” 

That was the recommendation of the Department of the Interior. 

Now, Mr. Chairman, that is all that was before the Senate of the 
United States when this measure was passed. 

I would also like to point out that there is no explanation in the 
report of what is meant by a nonrenewable option, and, in connection 
with the subject of the nonrenewable option, may I point to the act of 
1954 which related to rights to entry to lands reserved for power 
development, conditions of entry. Iam sure that the chairman recalls 
that measure. It passed the House of Representatives in four differ- 
ent Congresses and came before the last Congress last year. 

Senator Anprerson. That was H. R. 100, I believe. 

Mr. Repwrine. Yes: the chairman is correct. 

Mr. Chairman, there were hearings held on that bill. There were 
about 20 conferences held between the Senate Interior Committee 
Staff, the Federal Power Commission, and representatives of the elec- 
tric power industry, trying to get a bill that was satisfactory to 
everyone. 

One of the problems of the law was related to renewable permits, the 
same thing that we have here. The language that we finally agreed 
upon that the Congress passed, Mr. Chairman, is something like this: 
That nothing contained herein shall be construed to open for the pur- 
poses described in this section any lands (1) which are included in any 
project operated or being constructed under a license or permit issued 
under the Federal Power Act or other acts of Congress; or (2) which 
are under examination and survey by a prospective licensee of the 
Federal Power Commission if such prospective licensee holds an un- 
canceled preliminary permit issued under the Federal Power Act 
authorizing him to conduct such examination and survey with respect 
to such lands, and such permit has not been renewed in the case of such 
prospective licensee more than once. 

- , : 

Now, the conversation that was had, Mr. Chairman, with respect to 
all of these renewable licenses and options and so forth was that it was 
the policy of the Congress that a man could only have one bite at the 
apple where it was for the purpose of developing the resources; rf 
man got a license or option, or whatever it is, to go in on a piece of 
property und did not do anything at least after two tries, that you 
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ould not renew it beyond that; that you had to let somebody else have 
a chance. 

[| think that the record ought to show that legislative history in 
respect to H. R. 100, Mr. Chairman. 

Senator Anperson. That is why I was a little surprised when this 
det inition of renewable came up to the effect that a renewable option 
was only where the man had the right to renew unilaterally, and that 
that was the only type there was. That is certainly not the history 
when we were disc ussing this matter of allowing oil leases on lands 
thal are withdrawn for various purposes, and, if the Department of 

e Interior attempts to interpret it as the oil industr y has interpreted 

i here today, the Congress is going to get somebody up there to find 

oo why, bee ause nobody needs to have any doubt as to what “renew- 

ible” means in that legislation. It took a long time to pass that bill 
throws the Senate. 

Mr. Repwrne. It took 7 years, sir. 

Senator ANDERSON. It got through the House four different times, 
but the Senate tried to be just that careful about this land question. 
This act of 1954 is the first one that has gone through the Congress 
in a long time where I think the Senate did not know what was in- 
volved in it. 

The explanation that was given on the floor with reference to this 
requirement that the,option be for geophysical and geological purposes 
said that it now permitted options to be used for any legitimate 
purposes. 

Mr. Repwine. That is correct, sir. 

Senator Anperson. Now we find out that they can get an option for 
no purpose at all. 

Mr. Hannetr. I have one more question along that line, Senator, 
with your approval. 

Senator ANpERsoN. Yes. 

Mr. Hannert. Mr. Barash, I want an option. I go to a leaseholder 
under the Federal law. I buy his lease. Then I put it in your name, 
having previously talked to you or you may be my attorney or you may 
be my employee, other than the relation of attorney and client. You 
are going to give me an option. I have bought that lease, but I am 
going to take an option from you. You have no inv estment at that 
point at all. That, under your interpretation of the law, is perfectly 
legal and valid ? 

Mr. Barasu. I am not sure that I clearly understand your question. 
Jet us see whether I can rephrase your question, and then I will answer 
it. 

Mr. Hannert. Maybe I had better rephrase it. 

Mr. Barasu. Supposing company X 

Mr. Hannerrt. Let us take just you and me. I am company X and 
youarecompany Y. No. Youarenot company Y. You are just you. 
Iam company X. I goand buy a lease. 

Mr. Barasu. Do you take it by assignment ? 

Mr. Hannerr. I just go to the man and say, “Here is the money 
for the lease. You put it in Mr. Barash’s name.” Prior to that time, 
1 know you, Mr. Barash, and I am going to say, “You are giving me 
an option on that,” and you know that you are and you do give it 

to me. No consideration moves from me to you in any manner at 
all. In your opinion, is that a violation of the law ? 
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Mr. Barasu. Well, I want to say this: I recognize that it is a dif 
cult question and there really is a very fine line that might make the 
difference between when somebody is acquiring a lease which shou 
be chargeable to the 46,000 acres, or when it might be chargeable unde: 
the acreage provision. I would just like to give that a bit more 
thought. Iam not trying to hedge. 

Mr. Hanxnerr. In your offhand opinion, that is chargeable as lea 
acreage to me, isit not? It is my lease. 

Mr. Barasn. No, sir. I wouldn’t say that. I just don’t know. 

Mr. Hannert. Under the word “control” it says here, “If any inter 
est in any lease is owned or controlled, directly or indirectly * 
in thisstatute. I would control that lease directly or indirectly, would 
I not? 

Mr. Barasn. That is true. 

Mr. Hannetr. It goes further and says, “* * * by means of stock 
or otherwise * * *.” I certainly would not be doing it by stock, 
but I would surely be doing it under the “otherwise” provision, is 
that correct ¢ 

Mr. Barasn. That is correct. 

Mr. Hannett. “* * * in violation of any of the provisions of this 
act * * *.” That would appear to be in violation of the act, would 
it not? 

Mr. BarAsu. I am not sure about that. I would want to beg that 
question and think about it. 

Mr. Hannetr. You cannot give any answer then at this time? 

Mr. Barasn. Well, really no definitive answer. There are some 
questions there that I would like to consider and I couldn’t just give 
you a definite reply on that. 

Mr. Hanwett. All right. Let us take this situation. You sign 
a bunch of applications in blank. You know nothing about the oil 
business at all. You hand them tome. You sign a bunch of options 
in blank. You hand them to me. I fill out the description in 
the application. I see that there is a notarization put on your signed 
application. I take it to the land office. I put up the money for 
the application, the advance rental, the filing fees. I fill out the 
option when I get back to my office, and notarize it. Isn’t that control, 
direct or indirect, over that lease ? 

Mr. Barasu. Within the meaning of the 46,000-acre limitation ? 

Mr. Hannerr. Within the meaning of the 46,000-acre limitation, 
or the 15,360-acre limitation when it was that ? 

Mr. Barasit. No, sir. I wouldn’t say that it is because there might 
be some technical violation of the right of a notary, for example, to 
notarize the instrument without the person signing it being present; 
but there is nothing in the law itself or in the regulations of the 
Department which forbids that kind of a practice. 

Mr. Hannerr. Well, it says, “* * * controlled, directly or indi- 
rectly, by means of stock or otherwise * * *” and you still say that 
the Congress has not made any provision for the type situation I am 
reciting ‘to you? 

Mr. Barasn. You are talking about direct holdings on the lease. 
We are talking about holdings on the option, and they are two vastly 
different things. 
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Mr. Hannerr. It says, “If any interest in any lease is owned or con- 
trolled, directly or indirectly * * *.” An option is an interest in a 

is it not? 

Mr. Barasa. An option? Well, I suppose that it would be consid- 

some kind of an interest. I wouldn’t want to say specifically 
at kind of an interest it might be. 
fr, Hannerr. Certainly, the optionee has an interest in it. 

Mr. Banas. But, Mr. Hannett, it does not fall within the 4 corners 
of that particular provision, because, when you talk about direct and 
ndirect, it only relates to 2 things. You either take a lease directly 
in your own name. That is direct. Indirect refers to only one thing. 
[hat is when you have stock in a corporation. In other words, if I 
own 10 percent stock in Mr. Featherstone’s corporation, and the cor- 
poration holds 5.000 ac res under lease, I am ch: arged with 10 percent 
of that, so far as my holdings are concerned. 

Mr. Hannert. It says, “* * * by means of stock or otherwise 
***” Are you not doing it otherwise? Were you not doing it 
otherwise ? 

Mr. Barasu. I don’t know of any particular examples of what is 
a I suppose there might be, but I just can’t think of any. 

Haxnerr. As I understand it, you have disagreed completely 
th : ah Utah decision, the DiRocco case ¢ 

Mr. 3anAsH. The DiRocco case; yes. I disagree with it completely 
for the reasons I stated before, namely, that the Department has not 
followed it, and, by not following that decision in two particular cases, 
the Department has, in effect, reversed it. 

Mr. Hannerr. All right. Now, I am going to come back to that 
in a second, but at the moment we have a situation where I go and buy 
a lease. We have these various situations which we have discussed, 
and you feel that there is no violation ? 

Mr. Barasn. That is right. 

Mr. Hannetr. Now, if I, the father of 10 children, under your 
theory and under what you have testified, go to the land office and file 
16,080 acres in my name, 46,080 acres in my wife’s name, and at the 
time file, as in Mr. Featherstone’s case you said you did with regard 
to a trust, an irrevocable trust, naming myself as trustee for my 10 
children 

Senator Anperson. For each of your 10 children. 

Mr. Hannerr. For each of my 10 children. Then I can go to the 
land office in my capacity as trustee for each of my 10 children, and 
file 46,080 acres for each of the 10 children. Then I can exchange 
options back and forth between my 10 children; I can exchange op- 
tions between myself, my wife, and my 10 children for 200,000 acres 
each, and control a staggering figure of acreage ; is that correct? 

Mr. Barasn. Well, that is a long hypothetical question. You said 
that you were the trustee, the parent was the trustee? 

Mr. Hannetr. Irrevocable trustee. 

Mr. Barasn. Well, that wouldn’t be proper at all because a parent 

annot be a trustee. 

Mr. Hannerr. Why can a parent not be a trustee? 

Mr. Barasu. I don’t think that. I am not sure. At least, I have 
never heard of any situation of that kind. I wouldn’t recommend it. 

87402—57——22 
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Senator ANprrson, Can you give us the name of one State wher 
that is prohibited ¢ 

Mr. Barasu. The only thing that I can say is that I would not 
recommend to any of my clients that they do anything like that. | 
think a trustee ought to be a stranger, not a parent. The parent can 
advance the money that goes for the rentals, chat goes for the filing of 
the applications for the “trustee. 

Senator ANpErson. Regardless of whether you would advise you 
clients, we are trying to find if there is any limit here. We have 
found that a man in a State like this can take 46,000 acres for himsel; 
and 46,000 acres for his wife. Then we found that he can take it for 
one child. If he can take it for 1, why can he not take it for 10, and, 
if he could take it for 10, that is 550,000 acres that he can take and 
keep under lease and he does not have to have an option at all? Do 
you agree that that can be done? 

Mr. Barasn. It is my opinion, and just an off-the-cuff opinion, that 
T would not recommend that a parent, the father, be the trustee for 
his minor children. Now, Senator, let me illustrate. 

Senator ANprrson. Let him get his secretary to be trustee. He can 
get for his family 550,000 acres, if he has the right number of children. 

Mr. BarAsH. Supposing a parent had 10 children all over the age 
of 21. 

Senator AnpErson. No, these are under the age of 21. 

Mr. BarasH. What difference does it make in practical effect ? 

Mr. Hannetr. You have more control over a minor than you do 
over an adult. 

Mr. BarasH. That is very true. That is why I say that a parent 
should not be a trustee. There would be some doubt in my mind. 
There would be some doubt as to the legality of a parent actually 
being a trustee. 

Senator ANprERson. Get a new trustee. I will hire my attorney to 
be the trustee. 

Mr. Barasu. That would be perfectly proper if he exercised 
independent control. 

Senator ANperson. Then why would they put in a 46,000 acre 
limitation? Was it just window dressing? 

Mr. Barasu. In the law, sir, I don’t know what prompted Congress 
to fix the law as it did. 

Senator Anperson. You were in the Department when they raised 
the original 7,000-acre limitation ? 

Mr. Barasu. Yes, sir. 

Senator ANpERsoN. Do you think it was a limitation ? 

Mr. BarasuH. A limitation for one person. 

Senator ANDERSON. Were you in the Oil and Gas Division at that 
time ? 

Mr. Barasu. Yes, sir; the entire 15 years. 

Senator ANDERSON. They were then making application in Wash- 
ington. Did you let husband and wife apply ? 

Mr. Barasn. Certainly, sir. 

Senator Anperson. Did you let husband and wife and children 
apply ? 

Mr. Barasu. Well, we did not have too many cases of that kind. 
Senator. 
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Senator AnpersoN. That being true, why was the 15,000-acre limi- 

ation requested in 1946? Were you there in 1946? 

Mr. Barasw. Yes, sir. 

Senator AnpeRsON. Why did they ask for 15,000 acres if it was 

orking so well with all these multiple filings ¢ 

Mr. Barasu. It wasn’t working too well. Apparently the oil in- 

ustry felt that they still needed an increase and liberalization of the 

creage provisions; and the same way again in 1954. 

Senator ANDERSON. In 1946 they found some oil companies with a lot 

of options, and the Department of the Interior started to cancel those. 
ind the hearing is replete with the fact that they were doing this relief 
project because they were over the limitation. Was that your respon- 
ibility to enforce the limit at that time? 

Mr. Barasu. No, sir. I was Chief Counsel of the Geological Survey 
it that time, and that would have been a matter for the Solicitor’s 
Office of the Interior Department to handle. 

Senator Anperson. I do not find any limitation to be had, if all of 
these other things apply, except a limitation against corporations. 

Mr. Barasn. That is true, sir. 

Senator ANpgErson. A private citizen can do just anything under this 

aw, and a corporation can do it by having the secretary and, as in this 
particular case, the supervisors of their lands go out and just file on 
the whole structure, and all the employees in the crew cover it com- 
pletely, and then assign it immediately to the oil company, and the oil 
ompany pays all the : filing fees. It is your testimony that that is not 

violation of the law. How could you violate the law then? That is 
what I cannot see. 

Mr. Barasu. If it is under the option provisions, it is perfectly 
proper and legal and is all right. 

Senator Anpgerson. The law said that this company could not hold 
more than 46,080 acres directly or indirectly, so that the company went 
out and filed on 150,000 acres under options by using the stenographers 
in the office and the members of the field crew that were out, and they 
tiled the applications and assigned them simultaneously to the com- 
pany. The company paid all the filing fees. No employees was out a 
thing, and that 1s what you testified was all right. 

Mr. Barasn. That is perfectly legal under the law as it is today. 

Senator Anperson. Then there was no limitation in the company 
because it is directly or indirectly controlling? 

Mr. Barasn. Yes, sir. There is a limitation. They cannot do that 
for more than 200,000 acres in one State. If they did that for more 
than 200,000 acres, it would be a violation. 

Senator Anprrson. I imagine that, just as there have been subter- 
fuges for all the rest of it, there is a subterfuge for that. I do not 
know what it-is. 

Mr. Barasu. There is no subterfuge, Senator. If, as I said before, 
a company might happen to find itself with 210,000 acres under 
option, under the regulations they would have a right to reduce it. 

Senator ANDERSON. Why do you not just write in the law that a 
ompany can hold 200,000 acres under lease ? 

Mr. Barasn. Perhaps it should be. 

Senator Anperson. What is the difference between holding it under 
lease and holding it under the name of the stenographer and the field 
crewmen and those who made the survey ? 
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Mr. Barasu. An option is for a less period of time than a leas 

Senator ANperRSON. It is 3 years, but you have successive options 
that you take before the previous option even runs out. Is that not 
effective control ? 

Mr. Barasn. But under an option the company does not have the 
kind of control over the acreage as it does under a lease. 

Senator Anprrson. You have a little rope down to the dog’s colla 
and the minute the dog starts to do anything it just pulls it back. 

Mr. Barasu. Then the acreage would be chargeable under the 
46,080. 

Senator Anprerson. You have the option on the land, and any time 
you do not like what the fellow is doing you just go ahead and take 
up the option and file the lease. 

Mr. Barasn. You take it by assignment. 

Senator Anprrson. You take it in the name of your next friend that 
you think will do what you want. 

Mr. Barasu. The point I was trying to make, Senator, is that unde 
the option the company doesn’t exercise the control over the lands that 
it does under a lease. For example, the company couldn’t drill a well 
on the property under an option. 

Senator Anperson. There was an option form filed here the othe: 
day that would let it drill. 

Mr. Barasu. For oil and gas? 

Senator Anperson. Surely. 

Mr. Barasu. I don’t understand that. 

Senator Anprerson. Well, maybe not. I did not read it too well. 
I thought it said that. 

Mr. Hannerv. It was so testified. 

Mr. Repwine. The Department does not prohibit it. 

Mr. Barasn. I have never known that, I might say, to my know!- 
edge. It might exist, but I have never known of any instance where 
a company would drill a well on an oil and gas lease under an option. 

Senator Anperson. That is not what you said. We said whether 
they could or not. The point of the option is that I take the option 
from you. I become worried when the time comes for renewal that 
you are not going to give me a renewal, and I ask you for it and give 
it to you to sign in blank, and you say, “Well, I don’t know about 
this.” 

Mr. Barasu. For a lease, and you ask for an assignment ? 

Senator Anperson. I want a successive option. I thought it was 
a renewed option, but they say it is a successive one. You do not 
give it to me as fast as I think you should. I say, “I will take the 
lease and assign it in the name of Bill Siegenthaler. I think he would 
give it tome by the time it runs out.” 

Mr. StrcentTHaer. I wouldn’t have to. 

Senator Anperson. No, but we pass it around among the folks until 
we find somebody that will go straight. I think you would. That 
is why I stopped at you. We find somebody who is reliable, not neces- 
sarily accommodating. 

Mr. StecenrHater. You couldn't do it without exercising the option. 

Senator Anperson. I can exercise the option by assigning from him 
to you and from you to your cousin and from your cousin to your wife's 
aunt. It stays in the family, and the oil company at all times has 
complete control and custody over 200,000 acres. 
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iy not take the lease for 200,000 acres if that is the right inter- 
ition? I do not believe that that is the interpretation, because 
not believe that Congress will plead guilty to that serious an 
ment, 
r. Hannerr. I am going to come, at this point, to the disregard by 
: Bureau of Land Management of the Utah DiRocco case which you 
ed into this morning. You mentioned one case which you felt 
garded the previous case, the Yakutat case. How did that dis- 
gard the prev ious case 4 
Mr. Barasu. Well, sir, in the Yakutat case, there were 3 or 4 indi- 
lunls who got together and, in effect, established an association 
the meaning of the Mineral Leasing Act. They took irrevocable 
: of attorney from some 340 offerors for lands in Alaska which 
omprised an area of about 870,000 acres. These irrevocable powers of 
torney gave the association complete pow er and control, practically 
iplete power and control over the lands covered by the lease offerors. 
ie lease offerors were rejected by the manager. The lease offerors 
re rejected by the manager of the Anchorage office, 1 believe, for the 
asons I have stated. An appeal was taken to the Director, Bureau 
of Land Management, and the Director also found that the association 
is exercising practically complete control over the large amount of 
reage, but modified the decision to the extent of returning the case 
o the manager so that he could apply the regulation and require the 
reduction of ac reage to the maximum limit permitted by law. 
[he association then appealed to the Secretary of the Interior and 
that time the association had submitted a plan of group develop- 
nt which is in some respects similar to a unit agreement, and, when 
lan was approved, the acreage was no longer chargeable to the 
ssociation. 
Now, over this period of time, a matter of almost 3 years had elapsed 
ind the association had control over that acreage over that period of 
time. Then the Department said in its decision, and perhaps I can 
find it and quote the language—— 
Mr. Repwrne. As a matter of fact 
Mr. Barasu. May I finish that? 
Mr. Repwine. Before you get to that, as a matter of fact, though, 
iat you are about to quote was largely due to the fact that part of 
the offerors had dropped out of the dea prior to that time; had they 
not? 
Mr. Hannerr. They had filed relinquishments. 
Mr. Barasn. Who had? 
Mr. Repwine. Part of the group had dropped out. Is that not true? 
Mr. Barasn. I wasn’t actually in that case and I don’t know, but 
the facts will show. 
Mr. Repwine. Does not the record so show? 
Mr. Barastr. The decision will show that there was actually more 
reage in it when the agreement was approved than what fhey started 
for. 
Mr. Repwine. I am talking about the decision. 
Mr, Barasn. I am talking about the Yakutat decision, too. 
May I read from the Solicitor’s decision, page 100% The Solicitor 
said : 


The existence of the conflicting offers— 
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I might say parenthetically that in the meantime there had bee 
other offers for the same land filed by others. 
The Solicitor said : 


The existence ef the conflicting offers raises squarely the question of whethe 
the lease offers filed on behalf of the offerors by Yakutat have priority as the 
first qualified offers. Under the view taken by the Solicitor of the same arrange. 
ments in the Northern Development case, it would have to be concluded that b 
reason of the powers of attorney given to Yakutat and the agreements executed 
with Yakutat by each offeror, Yakutat was given such powers of control over the 
lease offers and the leases to be issued and such a beneficial interest in the pro. 
ceeds to be obtained under the leases that Yakutat would have to be charged 
with the acreage in the lease offers, a total of around 1,200,000 acres. This jx 
over 10 times the acreage that any person or association can hold today— 


this is in 1956— 


and many times greater than the acreage that one could hold at the time the lease 
offers were filed— 


which, parenthetically, was 15,360 acres for an association. 
Going back to the Solicitor’s decision : 


However, the limitation imposed upon acreage holdings in lease offers, as dis- 
tinguished from holdings in leases, is a matter of administrative regulation and 
is not required by statute. The pertinent regulation (43 Code of Federal Regu- 
lations 192.3 (c)), has been quoted earlier. It provides that any party holding 
or controlling excess acreage shall be given 30 days to reduce his holdings. On 
the basis of this regulation, if the pending appeal to the Secretary by Yakutat 
were taken up and disposed of unfavorably to Yakutat, the latter would have 
to be given 30 days in which to give up its control over the excess acreage it 
controlled under its powers of attorney and agreement with the offerors, without 
loss of priority to the offers * * * 


Then it cites the Albert C. Massa case (62 I. D. 339). 
Then the Department said: 


It is unnecessary, however, to consider further the granting of a 30-day period 
because Yakutat has now given up its control over the lease offers and leases 
except to a very limited extent. On March 13, 1956, the four individuals com- 
prising Yakutat filed a release dated March 10, 1956, whereby they renounced 
and released with respect to the lease offers in question the powers vested in 
them jointly and severally by the powers of attorney granted them by the offerors 
and the agreements they had with the offerors, except as to a very limited power 
to select a bank to act as agent for the offerors in receiving and distributing the 
funds to which they are entitled under the pending operating agreement. With 
the filing of this release in advance of the 30-day period to which Yakutat would 
be entitled under 48 Code of Federal Regulations 192.8 (c), the objection to is- 
suance of the leases raised’ by the manager and Acting Assistant Director has 
been removed and it appears that the leases can be issued if all other require- 
ments have been met. Since the basis for rejection of the lease offers no longer 
obtains, Yakutat’s appeal is moot and should be dismissed. It follows also that 
the lease offers filed on behalf of the offerors by Yakutat have not lost their 
priority and that the protest of Mr. Maio, the junior applicant, should be dis- 
missed. * * * 


Senator AnpErson. Why do you say that that reverses the Utah 
case? That seems to meet it on all fours and stay right with it, and 
the only way it got turned around was by their returning their appli- 
cations. 

Mr. Repwine. Plus one other thing, Mr. Chairman, if I may inter- 
rupt; and that is that in the Utah case the Department, under its 
authority, canceled the leases. In this case they gave the lessors the 
oppontunty to divest themselves of overacreage. Now, that is the 
only difference. 


I would like further, Mr. Chairman, inasmuch as Mr. Barash has 
brought up the Utah case as a dead issue, to read from a document 
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dated June 25 which bears the signature of a high official of the De- 
partment of the Interior in the Legal Division. I cannot further 
dentify the document. I would like to read this language: 

It is quite true that we could not cancel the producing leases but, in view of 
the DiRoeco decision, it may be that we can cancel some of the noncompetitive 
ases and refer the others to the United States attorney for action. 

That is the opinion of the Department as of June 25, 1956, Mr. 
Chairman. I think you have a copy of this document from which I 
am reading. 

Mr. Hannettr. I would like to read a little further in this case, 
Mr. Chairman. I feel that it is very enlightening along the lines 
of the DiRocco case. 


There remains the question whether, in the circumstances related, the oper- 
ating agreement and development contract should be approved— 


They were submitting this to the Department of the Interior— 


The operating agreement was executed on behalf of the offerors by William T. 
Foran as attorney in fact for each of the offerors under the agreements with, 
and powers of attorney given to, Yakutat and its members, jointly and severally. 
The operating agreement was executed on December 31, 1955, well in advance of 
the renunciation of the agreements and powers of attorney by Yakutat on 
March 10, 1956. If the operating agreement were to be approved now, it would 
be a recognition that it was properly executed on behalf of the offerors by Mr. 
Foran. The net effect would be that the later execution of the release by Yakutat 
was a meaningless act. - Yakutat had already accomplished its purposes under 
the agreements and powers of attorney and was giving up nothing by its release. 
To approve the operating agreement in such circumstances would be to ignore 
the substance of what actually had been done. 

Therefore, they disapproved the operating agreement in view of 
the manner in which these men had accomplished what they set out 
to accomplish. 

on BarasH. At this time; but subsequently they did approve it 

chen they got new executions. 

"Mr, Hannetr. But they disapproved it at this time. 

Mr. Barasu. At this time. 

Mr. Hannerr. And, therefore, affirmed the DiRocco case. 

Mr. BarasH. No, sir. I disagree with you there because, let me 
go back to the DiRocco case. 

Mr. Repwine. Let us leave the DiRocco case and get into the 
Featherstone case. 

Mr. Hannett. I would like to come to the manner of reporting 
options which Mr. Featherstone has engaged in over the period of 
years. 

Mr. Featherstone, you knew of the act of 1946? You knew that 
you could take 100,000 acres under option; is that correct ? 

Mr. Fearuerstone. Mr. Chairman, I wonder if I might ask Mr. 
Roelofs to more.correctly answer that ? 

Mr. Hannetr. Can’t you answer it? 

Mr. Fearuerstone. Very well. May I have it again ? 

Mr. Hannerr. You knew of the 1946 act which allowed 100,000 
acres to be taken under option ; did you not ? 

Mr. Featuerstone. Yes, sir. 

Mr. Hannetr. You were in the oil and gas business at that time, 
were you not, Mr. Featherstone? 

Mr. FearHerstone. Yes, sir. 
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Mr. Hannerr. Were you taking options at that time? 

Mr. Fearuerstone. Yes, sir. 

Mr. Hannerr. Why is it, Mr. Featherstone—— 

Mr. Frearuerstone. I am not too sure. That is why I say Mr 
Roelofs can answer you accurately. 

Mr. Hannerr. Well, let me see whether you know at this point. 

Mr. Fratnerstone. Well, I don’t. I will have to guess. 

Mr. Repwine. These are copies received by me from the Bureau of 
Land Management, and a statement from the Bureau of Land Map. 
agement that that is all of the option reports that Mr. Featherstone 
has filed to that Department since 1946. 

Mr. Recorp. May we have a statement again as to what Mr. Feather. 
stone, as shown there, has filed with the Department ? 

Mr. Hannerr. We will go into that as we go along. He said that 
he had one in 1952. You filed no option report, did you, Mr. Feather- 
stone, for December 31, 1946? 

Mr. Fratruerstone. We have recently found that we did not. | 
say “recently”; within the last 2 or 3 years. 

Mr. Hannerr. All right. You filed no option report for the period 
ending June 30, 1947; is that correct ? 

Mr. Featruerstrone. I don’t know. 

Mr. Hannerr. Who does know? 

Mr. Fearuerstone. Mr. Roelofs or Mr. Record. 

Mr. Recorp. I have the records. 

Mr. Hannerr. Was there one filed ? 

Mr. Recorp. No; there was not. 

Mr. Hannetr. Was there one filed at the end of 1947 ? 

Mr. Recorp. No. 

Mr. Hannerr. At June 30, 1948? 

Mr. Recorp. No. 

Mr. Hannerr. For the end of 1948? 

Mr. Recorp. No. 

Mr. Hannert. June 30, 1949? 

Mr. Recorp. No. 

Mr. Hannetr. The end of 1949? 

Mr. Recorp. No. 

Mr. Hannetr. None for the year 1950? 

Mr. Recorp. No. 

Mr. Hanvetr. None for the year 1951? 

Mr. Recorp. No. 

Mr. Hannerr. The first report, then, appears to have been filed 
November 20, 1952, showing the option acreage as of November 20, 
1952; is that correct? 

Mr. Recorp. That is not entirely correct; no. The procedure was 
that the office staff at that time—and I am strictly quoting now from 
what I have seen in files and other pertinent correspondence—mis- 
interpreted the regulations and filed statements of holdings, both 
option and direct, on February 27, 1952, but filed that same report only 
with the Santa Fe office of the Bureau of Land Management with an 
extra copy. 

It was a misinterpretation, which we believe has been corrected 
since that time, but the Santa Fe office was so informed at that time. 

Mr. Hannerr. What was the time that you filed that? 

Mr. Recorp. February 27, 1952. 
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ir. Repwitne. 1 would hke to interrupt at this point. I have 
issed with the officials of the Bureau of Land Management in 

Washington this entire subject of filings. They tell me that many 
ople file, make these semiannual filings, with the local land office, 

t that in every instance they are forwarded to Washington by the 

| land office and not kept there; that it is quite common practice 
has been since the inception of the law, for the people to file it 
the local land offices, but they are always immediately forwarded 

o the Washington office. 

| see here that quite lately, if I may call the committee’s attention 
to it, there have been filings made to the local land office. In 1956 I 
believe there was one. 

Mr. Hannerr. August 3, 1956. 

Mr. Repwrne. Olen Featherstone filed in Montana, rather than 
Washington. 

Mr. Hannerr. Do I understand it, Mr. Featherstone, that you 
didn’t even realize that there was this reporting period; that you had 
to report twice a year your option holdings, until November of 1952. 
come 6 years after the act was passed ? 

Mr. Fearuerstone. Yes, sir. 

Mr. Hannerr. And you are not prepared here now to state what 
your holdings were at that time; whether they were 100, 200, or 2 
million ? 

Mr. FeatHerstonn. Any more than I can say that we have never 


Leen over our acreage limitations to our knowledge; in our opinion. 
Mr. Barasu. At any time. 

Mr. Fearrerstone. At any time. 

Mr. Repwinge. May I, Mr. Chairman, ask a question at this point ? 


Senator ANDERSON. Yes. 

Mr. Repwine. Can you say what your holdings were in New Mexico 
in Federal leases in 1948, not options, but leases ? 

Mr. Barasn. Certainly. 

Mr. Repwine. What were they ? 

Mr. Barasw. Well, every time an application was filed or an assign- 
ment was taken of a lease, there was always a statement filed of all 
the holdings on the leases. That was the practice at that time. 

Mr. Repwine. Can you state, Mr. Barash, on behalf of Mr. Feather- 
stone, what the total acreage held by Mr. Featherstone was in 1948 
in the State of New Mexico? 

Senator Anprerson. Under lease. 

Mr. Barasu. Can we get that information? 

Mr. Recorp. Just a moment. We can get that information, yes; 
but now, that will mean—and we will do it if you wish—putting to- 
gether all of our files. Many of those leases are terminated in our 
closed file, but it can be put together, and if you will pick yourself a 
date in 1948, we will do it. 

Mr. Repwine. Have you already prepared that information for 
the tax people, as to what your holdings were ¢ 

Senator Anprrson. Let’s see if we can clarify this a little bit, as 
to what we are driving at. If you can’t supply that information, it 
is a strange situation, because in 1948 you claimed a tax exemption 
for money paid on New Mexico Federal leases in the amount of 
$34,845.01, so if you had it down to the last penny, you must have 
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had some idea how many leases you had and what acreage was jp. 
volved. 

You have had that under constant review with the Bureau of Ip. 
ternal Revenue and have, at the present time Do I understand that 
you now don’t have any idea how many acres you had under lease jp 
New Mexico in 1948? 

Mr. Roevors. May I answer that ? 

Senator ANpErson. Yes. 

Mr. Rogerors. The amount charged to expense and wens for 
tax purposes gives no indication of what the holdings are. Deter. 
mining the holdings is an entirely separate process. 

Senator Anprerson. Yes, I understand that. I understand that, 
but in order to justify a deduction of $34,845.01, which is new under 
dispute, you had to look up and find what leases you had and what pay- 
ments you made under them, didn’t you? 

Mr. Barasu. Sure. 

Mr. Rorxtors No, you don't. 

Senator Anperson. Then you get along better with the Bureau of 
Internal Revenue than I do. They make me indicate whaf*I pay 
rental on. 

Mr. Rogrors. Yes, certainly. 

Senator AnpEeRson. Why didn’t they you? 

Mr. Rotors. You go to your cash book in determining what you 
have paid and deduct it for income-tax purposes, but in determining 
what you hold at any given point, you have to go to your lease records, 

Senator Anperson. I didn’t make myself clear. If I get into an 
argument with the Bureau of Internal Revenue, over my income-tax 
payments, they come back at me for the supporting documents. You 
are in an argument with the Bureau of Internal Revenue as to this 
$34,000 and various other sums, and in support of that you must have 
been able to produce the leases on which you made the payments. 

You must have that information right at hand. That is why when 
you said it was going to be hard for you to go back and check all these 
up, I questioned that, since you are now engaged in checking up. 

Mr. Roztors. No. The Bureau of Internal Revenue is concerned 
with dollars, not acres. 

Mr. Repwine. Mr. Chairman, we can furnish them with a list by 
their own statement of what their lease numbers were at that time in 
New Mexico. 

Mr. Recorp. Not lease. Lease and application numbers. That is 
not the case, Mr. Redwine. 

Mr. Barasu. May I make one statement? Neither of the two gen- 
tlemen, Mr. Record or Mr. Roelofs, worked for Mr. Featherstone at 
that time, so they are at a disadvantage. 

Senator Anperson. I can only say this now: We have tried to give 
Mr. Featherstone all the help he said he wanted around this table. He 
has a lawyer from Washington, a lawyer from New Mexico, and a man 
from Denver, and another man from ‘Denver. If he needs more help, 
we will be glad to have it, but I just can’t imagine, knowing the sub- 
ject of inquiry, why he doesn’t have any idea what he had under 
lease. 

Mr. Barasu. I agree with you. I think that with some effort, they 
can probably put together and determine exactly how much acreage 
they have. 
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Senator Anprrson. I think with some effort we can do it if we 
have to. 

Mr. Baraso. Yes; I think it should be possible. 

Mr. Recorp. Senator, our statements of holdings always take into 
account assignments as yet unapproved, options, and so on. If you 

give any one of us the year 1948 as a figure to compile it with, we can, 
of course, through the tax records, yes, give you an idea of what we 
deducted rentals for, but a substantial amount of those were applica- 
tions on Which we did not get leases, as next year’s tax return will 
show, where we had to make allowances for that, and Mr. Roelof’s rec- 
ords can show. 

In other words, from a tax return standpoint, as I understand it, 
ight now, you are charged upon what you have paid out; in other 
words, your cash book, and for that reason you can’t compile a state- 
ment of holdings for the Bureau of Land Management from that. 
Itisimpossible. You have to have creditable lease records. You must 
have a date to work from. 

Mr. Repwrne. Pardon the interruption. Let’s go back to 1948 and 
your tax records. You had an adjustment. I will grant you that you 
nave to make these adjustments because you don’t get the leases, just 
an application, You had an adjustment which covered 1947 of 

34,057, did you not? 

Senator ANDERSON. $783.83. 

Mr. Repwine. I say that was adjusted and that was on a total of 
=161,000 for the country as a whole, not segregating New Mexico, now. 
You had your adjustment, but it only amounted to $5,700. 

Senator ANDERSON. $5,783.81. 

Mr. Repwive. That was your adjustment for the previous year, was 
t not ¢ 

Mr. Recorp. The adjustment of what is what we are trying to get to, 
I am sorry if we are looking a little dense. 

Senator Anperson. That is a difficult figure, perhaps, to adjust to 
wreage. It happens that you reported some $11,000 in capital g gains on 
leases. I mean, you said that was ordinary income instead of cs upital 

gains, and therefore, you dropped a certain portion of it out, put 1t on 
a ae gains basis, and put the rest back in. 

I don’t think that would have anything to do with the number of 
acres you had under lease. The reason that. we get to this question is 
that you filed no option agreement for 1947 or 1948, or no report. 
Therefore, there is no way in the world to know what you had under 
option at that time. 

[f you dont’ know what you had under option, and don’t know 
what you had under lease, how do you know whether you are in 
compliance ? 

Mr. Fraruerstone. We had always, of course, had in mind and 
cautioned any of the employees—and there were only two at the 
time—to guard against taking anything over the acreage limit, as to 
leases in particular, because others were in the genera! practice of not 
considering acres under application accountable under the acreage 
limitations. We guarded against that. 

Senator AnpErson. But if you don’t keep a running total, how can 
vou know that you are guarding against it? If you don’t keep totaling 
't up all the time to see what you have under lease and under option, 
how do you know you are under the law? 
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Mr. Fearuerstonr. We feel sure that we were within the }a, 
within the acreage limitation. 

Senator Anperson. This isn’t a question of how you feel and don’ 
feel. This is a question of what you have and don’t have. 

Mr. Barasu. I think I have the answer, merely because of my 
knowledge of the land office practice. Actually, in those years, 1947 
1948. and 1949, and I think up to 1950, November of 1950, anyone who 
filed an application for a lease or submitted an assignment for ap- 
proval had to submit to the land office a showing as to their holdings 

in other oil and gas leases, and they had to identify those leases by 
serial number, so that I think—it might take a little effort—by « *heck- 
ing in the land office records, assignments of proof, for example, i] 
1948, 1949, and 1950, you could determine what holdings Mr. Feather 
stone had. 

Senator Anprrson. It wouldn’t show one line as to options. 

Mr. Barasn. That is true, sir, but Mr. Featherstone has stated unde 
oath that at no time has he held in excess of the acreage limitation 
provisions of the law either with regard to leases or with regard t 
options. 

Senator Anprrson. But he states that on the basis of his feeling 
I would rather have him state that on the basis of his accounting 
While Mr. Padilla is here, may I ask if you will check the records of 
the land office as to one of Mr. Featherstone’s applications for lease 
or application for assignment during the years 1947, 1948, and 1949. 
so we may have the detailed list of ‘all of his lease holdings in Nev 
Mexico that would be attac hed to each one of those applications / 

Mr. Paptixa. All right, sir. 

Mr. Repwine. Mr. Chairman, in connection with overage, I don’ 
know whether Mr. Featherstone wants to answer this question or refer 
it to Mr. Roelofs. 

Mr. Roelofs, I believe, in the Featherstone trustee account, you are 
the trustee, are you not? 

Mr. Rorxors. Yes, I am. 

Mr. Repwine. I am going to direct this to Mr. Featherstone, if you 
can answer it, Mr. Featherstone. Is it not true that shortly after 
May 7, 1956, when the first Cheyenne decision was rendered, that the 
trustee for the trustee account withdrew acreage and applications 
amounting to in excess of 16,000 acres, because you at that time held 
48,058.94 acres? Is that not true? 

Mr. Frearuerstone. I wouldn’t know. I wouldn’t know a thing 
about it. 

Mr. Rortors. You have two questions there, I believe. 

Mr. Repwine. You withdrew 16,000 acres ‘shortly after May 7 of 
this year, did you not? 

Mr. Rortors. Yes. They were applications that were simultane- 
ously filed and went into drawings. 

Mr. Repwrne. And at that time you had in actual leases that had 
been issued and in pending applications in excess of 48,000 acres, did 
you not ? 

Mr. Roetors. No; we did not. That figure included several leases 
which had been previously withdrawn and we already had the money 
refunded. 

Mr. Repwine. Why was there no record of it at that time? 

Mr. Rorzors. We had a record of it. 
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‘rv. Barasu. That is one of the mistakes that the manager made 
=< decision, if 1 may say so. 
Mr. Repwine. What was your acreage at that time? 
Rorvors. Slightly under 46,000, including applications that 
two of them had no priority. They were filed over existing 
and most of the rest went into drawings, and we did not draw 


Mr. Recorp. Those withdrawals have been a practice in the Denver 
:to follow. Rather than causing the Bureau field office the addi- 
of work of notifying us to execute withdrawals and the like, if 
nnel who represent us in the land office inform us that they hold 
priority, shortly after the time of the drawing we withdraw them 
these, as you will note, a lot of these, involve drawings held just 
hat same period, or our research that they held no priority, 
it Was just a continuation of a policy which we have followed in 
‘uttering up records along that line and those withdrawals were 

le in that manner. 

Mr. Repwrnet. Would you read back the early part of that last 

itement ¢ 

The statement was read by the reporter.) 

\ir. Repwine. What do you mean by “personnel who represent us 

the land office” ? 

Mr. Recorp. That is a very poor statement on my part. There 

often abstract companies, and the like, who work in a public ca- 
pacity with the public records in the land office, I should say, and 
he) represented in this case the trust; and because of knowing that 
‘ftentimes—this is speaking now for the course of our mutual employ- 
ent with Mr. Featherstone—that our holdings come rather close 
e limit, because we are extensive filers, we do check, very periodic 

iecks made, at the end a a filing period to determine the status of a 

rity. 

T his particular check was made by a person who operates a type of 
\bstracting and lease service with the public records in Cheyenne. 
We were so informed, and we relinquished them. The matter is, 

Redwine, if you want to work over the course of that for, say, for 
stance, April and June, you will find that we have done the same 
ng in those cases. 

rhat is just a matter of good practice and cleaning up our records, 

well as those of the Bureau of Land Management. I again apolo- 
vize for the statement about personnel who represent us in the land 
omce, 

Repwine. Shortly after May 7 you dumped 16,179.96 acres. 

‘t that a rather heavy dumping of acreage at one time? 

Mr. Recorp. That was a very atypical period for filing. 

Mr. Repwine. In other words, there is no significance to be at- 

hed to the decision / 

Mr. Recorp. No; and there is another matter which should be 
brought up. There were two exceptionally large leases which the 

ist was attempting to file in its own behalf. The records were not 
(uite clear as to the period of cancellation, so we followed a practice 

1 has been more or less standard in the area, and that is, we 
I a in a so-called blind manner. 

In other words, we took a chance of its coming open every day and 

every day and every day. That was, of course, in error, but we were 
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under the impression that the majority of those applications wou! 

show no priority and, therefore, not be chargeable, and since then 
were these 2 exceptionally large, worthwhile leases, it was for tha; 
reason that we had about 2 applic ations on one, as I recall, and : 
applications on another. which is perfectly within our right, lien 
we were filing competitively with everyone else to do so. 

For that reason. as I say, the amount of acres involved is atypica| 
for that month. There wouldn’t be another time like that for quite 
some time. 

Mr. Hannerr. Mr. Barash, how long have you been Mr. Feather 
stone’s attorney ¢ 

Mr. Barasu. I have been his attorney for the last 6 or 7 years, 
That doesn’t mean I am on a retained basis, but on a case-to-case 
basis. 

Mr. Hannetr. You have never advised him with regard to the 
option requirements ¢ 

Mr. Barasn. No, sir. He never asked and I simply assumed that 
they knew. 

Mr. Hannetr. Has anybody ever advised him as to the option re- 
quirements or ever read the statute, any of the witnesses here? 

Mr. Recorp. Mr. Hannett, I would like to bring this point out: 
This is not to shed responsibility for anything else. My particula: 
employment with Mr. Featherstone runs from March 21 of 195), 
but I can say that from what I have seen in the folders, in files and 
past examinations, the office was run on a basis of Mr. Featherstone, 
for reasons of health and otherwise, being disassociated from them. 
He assumed, and with good reason at times, that his managers were 
running his affairs for him. The facts later did not justify it and 
you will find that—— 

Mr. Hannerr. Well, who was running it at that time ? 

Mr. Kecorp. Mr. Featherstone can give you the people prior to 
our coming up. 

Mr. Hannerr. Who was running your office at that time ? 

Mr. Fearuerstone. Well, in 1948, in late 1947, I with my family 
— into Santa Monica and we put a boy in school, was in kinder- 

garten at the time, so we have kept him in school there most of the 
time until about a year ago, a little over a year ago. We spend a good 
part of our time in that part and in New Mexico. 

Mr. Hannerr. Who was running your business ? 

Mr. Freatruerstone. I am getting to that point, sir. Early in 194+ 
I had my secretary and geologist leave me in about June, and she 
employed a person that she knew real well to try to carry on for me. 
which left the business go very badly, and it wasn’t until ‘along in the 
fall I discovered that he wasn’t attending to the business. "Then | 
believe it was about—— 

Mr. Hannerr. That is the fall of 1948 ? 

Mr. Featuerstone. That is the fall of 1948. 

Mr. Hannerr. What was his name? 

Mr. Featruerstone. Tom McIntyre. 

Mr, Hannerr. Did you fire him? 

Mr. Featnerstone. No, sir. Well, just disqualified. Very agree 
ably he couldn’t handle the job, and I managed to show him that he 
couldn’t handle the job, so you can call it a firing, discharge; but the 
he couldn’t handle the work. 





ACREAGE LIMITATIONS 347 


Mr. Hannettr. Who is Vance G. Kinahan ? 

Mr. FeaTHersTone. He is a man that came with us, I believe it 

as late 1948 or early 1949. lam reasonably sure. 

Mr. Hannerr. Is Jenny T. Kinahan his wife? 

Mr. Fearuerstone. That is Jessie. 

Mr. Hannerr. That was his wife / 

Mr. Fearuerstone. That is right. 

Mr. Hannerr. They came with your business ? 

Mr. FEATHERSTONE. Yes, sir. 

Mr. Hannetrr. Are they still with you ¢ 

Mr. FearHerstone. No, sir. 

Mr. Hannerr. When did they leave ¢ 

Mr. Fearuerstone. Oh, I would say about 1951 or 1952. 

Mr. Hannerr. Why did he? 

Mr. FearHerstone. He was discharged. 

Mr. Hannerr. You fired him ? 

Mr. Featuerstone. No, sir; I discharged him. 

Mr. Hannerr. Why ? 

Mr, FraTHerstone. Because he appeared to be untrustworthy. 

Mr. Hannetr. Wouldn’t he give you options ? 

Mr. Featuerstone. He did. 

Mr. Hannetr. Did his wife, too? 

Mr. FearHerstone. .[ have seen them. Iam sure they did. It wasn’t 
a matter of that nature. 

Mr. Hannerr. Did you pay him any compensation ? 

Mr. FeaTHERSTONE. Yes, sir. 

Mr. Hannerr. What? 

Mr. Featuerstone. Oh, I don’t recall just exactly how it was ar- 
rived at. About $8,000. 

Mr. Hannerr. Was that compensation for the options, or compensa- 
tion for their employment ? 

Mr. Frearuerstrone. As I recall, that was an agreement that was 
settled on of what he felt that he should have, at any rate, and in that 
case he turned over, I believe, made an assignment of most of his leases 
in his wife’s name and in his name. 

Mr. Hannerr. You didn’t have any options? 

Mr. FearHerstone. We did have options. 

Mr. Hannerr. You exercised the options to get the assignment? 

Mr. Featuerstone. No, sir; not necessarily that. That was simply 
arrived at, and we didn’t put through any normal agreement exercising 
the options. 

Mr. Hannerr. You just assigned lease acreage ? 

Mr. Featuerstone. Yes, sir. He had an attorney on the job. 

Mr. Hannerr. How much lease acreage did you assign ? 

Mr. Fearuerstone. I don’t recall. 

Mr. Hannerr. Do you have any estimate ? 

Mr. Fraruersrone. No, sir; I really don’t. 

Mr. Hannert. The statute provides this, Mr. Featherstone: 

Each holder of any such option shall file with the Secretary within 90 days 
after the 30th of June and 31st of December in each year a statement under oath 
showing as of said date the name of the optionor, the serial number of the lease, 


or application for lease, the date and expiration date of each option, the number 


of acres covered by the option, and the aggregate number of options held in each 
State. 
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In no option report which you ever submitted to the Bureau of L; 

M: ani uwement have you carried the name of the optionor; have you? 
. Fearnerstone. May I answer that this way: That is one reasoy 
we pean him, because he wasn’t attending to his business. 

Mr. Hannetr. Even up to date, August 3, 1956, you haven’t included 
the name of the optionor; have you? 

Mr. Featruerstone. I do feel- 

Mr. Barasu. Excuse me. 

Mr. Recorp. Let me answer on that. We have felt, and been so jn- 
formed, that the name of the optionor was not necessary, just the seria] 
number involved. 

Senator Anprerson. By whom were you so informed ¢ 

Mr. Recorp. Well, I can quote one particular part of that. It was 
an employee in later days during Mr. Featherstone’s time, Mr. George 
R. Cochran. He isan attorney. 

Mr. Freatruerstone. In Denver. 

Mr. Recorp. We have felt. with the exception of the statements of 
holdings filed on February 27, 1952, we have followed a policy—I say 

“we” in this sense: Olen F. Featherstone, Martha Featherstone, the 
trust, and the corporation, separate entities, have filed statements of 
holdings which do not show the name of the optionor. 

Now, that may be in error. 

Mr. Hannerr. You haven’t included the date of the option, have 
you? 

Mr. Recorp. No; we have not. 

Mr. Hannerr. You haven’t submitted it under oath, have you? 

Mr. Recorp. Now, I don’t knew what you mean “under oath.” We 
signed it. That I can say. 


Mr. Hannerr. But you have never submitted one under oath? 
Mr. Recorp. What do you call “under oath,’ Mr. Hannett ? 
Mr. Hannerr. What does the statute say ? 

The statute says: 


Each holder of any such option shall file with the Secretary within 90 days 
after the 30th day of June and 3lst day of December in each year a statement 
under oath showing as of said date— 

Mr. Recorp. In 1952, let me read as follows. This is a statement 
of holdings filed February 27, 1952, to the Director of the Bureau of 
Land Management on behalf of Martha Featherstone and the cover 
letter 

Mr. Repwine. We are not discussing Martha Featherstone at the 
present time. Let’s take Olen Featherstone at the present time. 

Mr. Recorp. This is exactly the same, and I would like to submit it 
for that reason. They were compiled by the same parties. 

Senator Anperson. The point we are now dealing with is under 
oath. If this contributes in any way to the understanding that he 
submitted something under oath, let’s have it. 

Mr. Recorp. I will read. This is a cover letter covering a state- 
ment of holdings which I show you here. It says as follows: 


Attention: Director, Bureau of Land Management. 

Dear Sim: I certify that the attached data, each page of which bears my 
initials in my own handwriting, is a full and complete disclosure of any and all 
interests, direct and indirect, in oil and gas leases, and pending applications 
therefor, on Federal lands in the State of New Mexico which I possess as of 
February 27, 1952. 
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It is signed, “Martha Featherstone.” 

Senator AnpERSON. You have two excellent lawyers here today. 
Would you ask them if that is under oath ? 

Mr. Recorp. I would like to ask Mr. Barash if he would consider it 
under oath. 

Mr. Barasn. No; that is not under oath. 

Mr. Recorp. Then again we are in error. 

Senator ANDERSON. Why have lawyers if you don’t consult them ? 

Mr. Barasw. Senator, we can continue this ad infinitum, but I 
merely want to say this: That it is true, and Mr. Featherstone has 
stated, that option holdings were not submitted for the reasons that 
ie stated. He relied on his office managers to take care of it. They 
did not do it, but the plain fact is that at no time did he ever hold 
acreage Whether under lease or under option in excess of what the law 
permitted. 

Senator AnpERsSON. How in the world could we verify that if he 
doesn’t tell us what the options are? 

Mr. Barasn. I agree with you, Senator. It is just an oversight. 
His office was run very poorly. 

Mr. Recorp. If you will give us—and I think we can safely volun- 
teer this—if you will give us a date, pick us a date, in those years— 
and it is going to be a 2- and 3-week proposition—we will supply you 
with our statements as.of that date. 

Mr. Repwine. Let’s pick a date that is a date the statute requires. 

Senator ANpERSON. I have no interest whatever in having this 
group pick a date. This is not a lottery. We might pick the wrong 
date. You might be out of compliance in every other one but the one 
we pick. 

Mr. Barasw. Mr. Chairman, Mr. Featherstone has to make a 5 
o'clock plane to get home in time for a wedding which is being held 
at his home. He has told us that he assumes full responsibility for 
whatever is said by his staff here. Can he be excused ¢ 

Senator ANDERSON. We may have to have you back another day Mr. 
Featherstone, but a wedding in a family takes precedence over the 
United States Senate. You are released any time you want to go. 

Mr, FearHerstone, I wish to take, Mr. Chairman 

Mr, BarasH. You may be called back. Why don’t we just go on? 

Mr. Hannetr. The date that the statute requires. 

Mr. SIEGENTHALER. That date is all right. 

Mr. BakasH. He assumes full responsibility for anything that is 
said here. 

Mr. StrGENTHALER. The dates were the date that the statute re- 
quires in what years? 

Mr. Repwine. I would like to see 1948. I would also like to see 
1955. 

Mr. Barasu. You have 1955. 

Mr. Recorp. For 1955 there is one. 

Mr. Hannerr. Where? 

Mr. Recorp, On June 7, 1955, for New Mexico there was one filed. 

Senator Anperson. Mr. Hannett, I have just been advising this 
man to take recognition of what his lawyer advise and I better do it 
myself and take your advice. May I just point out to you that there 
must be some Department of the Federal Government that can re- 
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quire Mr. Featherstone to « ‘comply with the law. If I file an income. 
tax return, I don’t say on that income-tax return, “I am not going to 
file one this year. I don’t owe any money.” They will come and cal] 
at my office the next di ay after the y get that. W hy doesn’t somebe dy 
here come and call Mr. Featherstone’s office when he doesn’t file 
option report ? 

Mr. Repwine. May I have permission to direct a letter to Mr. Wooz- 
ley and suggest that we would like to have those reports for all those 
years ¢ $ 

Senator Anperson. I will do it this way: I will ask Mr. Redwine 
as a member of the staff to try to find out from the Bureau of Land 
Management why option reports from Mr. Featherstone have not been 
requir ed, and whether that defect can be remedied at this date by asking 
Mr. Featherstone to comply with the law. 

I don’t believe we should engage in an expedition trying to pick 
out the particular period for which he should file reports when the 
law requires him to file them for all periods. I leave that subject to 
the recommendation of my counsel. 

Mr. Hannerr. I would recommend it. 

Mr. Recorp. Counsel, in compiling your statements of holdings, 
nothing that you do not, because of this error which we have followed 
in not filing with the Director, although—and this I cannot tie down 
to any one person. 

I have conducted for a couple of years these statements of holdings 
on the idea that they would be forwarded to the Director. 

Mr. Hannerr. Mr. Padilla, do you know whether or not they have 
come in and been forwarded on? Have you ever seen any of these 
statements from Mr. Featherstone and had them go on into Wash- 
ington ? 

Mr. Pavia. Are those statements as to holdings ? 

Mr. Hannerr. Yes; of option acreage. 

Mr. Papiiia. Options or acreage holdings? 

Mr. Hannerr. Option acreage. 

Mr. Barasu. They actually included both at the same time. They 
are holdings as to leases—— 

Mr. Hannerr. Even when you did do it by assignment or applica- 
tion for lease? Is that when you do it? I am confused. 

Senator Anperson. I think they have said here that when they filed 
their reports on their le: aseholdings, they also filed with the same office 
their option holdings. Is that correct ? 

Mr. Recorp. Yes. When we make a statement, we have used the 
term “statement of holdings,” and that means both direct and option. 
In other words, acreage held by a person, acreage optioned to a per- 
son, those we file together. Now, we have tried in recent years to _ 
one every 6 months, more or less as is required, but the thing is, 
order to clear up something, I would like to read into the recor ane or 
for your benefit, dates on which we have filed statements in order 
that there not be any duplication. I mean that I have researched 
from our files. 

Senator ANpEerson. Go ahead and do that. 

Mr. Recorp. These are for New Mexico alone. Statements of hold- 
ings were filed for Olen F. Featherstone on February 27, 1952, Novem- 
ber 20, 1952, July 2, 1953, June 30, 1954, June 7, 1955, and September 
16, 1955. 


any 
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Senator ANDERSON. Could you tell me how those particular dates 
happened to be selected ? 

Mr. Recorp. Well, I can give you 

Senator ANprersoN. The statute says at certain times. These 
obviously are not in compliance with the statute. How do you pick 
them out ¢ 

Mr. Recorp. Well, June 7 would be in that period, would it not? 

[r. Barasn. No. 

Senator ANDERSON. You said June 30, 1954? 

Vir. Barasu. June 30 of 1954. 

Senator ANpERSON. And then June 7 of 1955. That is neither a 
half year nor a year, so what particular principle actually is there? 

Mr. Recorp. At that time the Featherstone Corp., the operating 
phase of Mr. Featherstone’s—Mr. Featherstone’s operating company— 
was desirous of accepting assignment on lease in New Mexico and for 
that reason to qualify a corport ation you must have essentially the 
holdings of the principal stockholder as well as the holdings of the 
corporation there. 

That was filed at that time and for that reason, and September 16, 
1956, was in the course of the rush of business the first time that we 
could get around to making a credible statement of holdings in New 
Mexico. I have the dates for Martha Featherstone, but I assume you 
ire not interested in those at this time. 

Mr. Hannetr. We will be interested. I think we ought to have 
those dates at this time. 

Mr. Recorp. Statements of holdings, both direct and option, were 
filed in New Mexico for Martha Featherstone on February 27, 1952, 
July 2, 1953, June 30, 1954, June 7, 1955, and July 16, 1956. 

Mr. Repwine. Let me ask you this: What have you been doing since 
you have been filing these reports such as you were mentioning ‘there ¢ 
Is that being done “individu: uly in each State, filing a like statement 
in ee WwW yoming, and so forth? 

Recorp. Mr. Redwine, I do not have good records and we are 
not able to get them as to our filings in those other States. I can say 
as regards 1955 and 1956—am I not correct ?—that we have instit uted 
a polie y as closely as possible within the limits of the press of work to 
file statements of holdings in any State in which any of the four 
entities have a leasehold on the public domain. 

Mr. Repwine. What do you mean by “the four entities” now ? 

Mr. Recorp. I mean Martha Featherstone; Olen F. Featherstone; 
Harvey E. Roelofs, trustee for Olen F. Featherstone II; and the 
Featherstone Corp. 

Mr. Repwine. Let me ask you this: In the report that I look at here 
signed by Olen F. Featherstone, for May, that Featherstone, Roelofs, 
and the corporation, you show partial interest. In any case, is the 
remaining interest or any part of the remaining interest owned by 1 
of the other 3 entities? 

Mr. Recorp. If the remaining part of the interest was, it would 
show on their statements of holdings. 

Mr. Repwrne. I realize that, but I am trying right at the moment 
to cross-check it. Are there cases of that kind ¢ 

Mr. Recorp. There are cases of that kind. 

Mr. Rortors. There are a limited number of leases in which the trust 
and other members of the 4-party group there have an undivided 
interest, undivided 50-percent interest. 
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Mr. Repwine. How much acreage was involved in the Cheyenne 
situation ? 

Mr. Rorvors. Are you asking me? 

Mr. Repwrne. I am asking anyone representing the group of Mr, 
Featherstone who can answer the question. 

Mr. Roetors. You mean the total acreage? 

Mr. Repwine. The total acreage that the decision said you were 
over. 

Mr. Recorp. We don’t agree with the decision. 

Mr. Repwine. What does the decision say, though ? 

Mr. Recorp. You have it. Would you want to read it off for us? 
Don’t you have both copies there ? 

Mr. Repwine. | would like you to tell us. 

Mr. Recorp. I believe Mr. Barash has those. 

Mr. Barasu. I have it, but frankly, I don’t know what the acreage 
charged against him is without going through the lengthy decision, 
except that we have established and shown in our appeal and in the 
brief that has been submitted that neither one of the four entities 
held as much acreage 

Mr. Repwine. What does the Bureau of Land Management say you 
held ? 

Mr. Barasn. Let me see if I can find that. 

Mr. Repwine. Mr. Chairman, may the Cheyenne decision and the 
supplemental decision appear in the record, please ¢ 

Senator Anperson. Yes; we will put those in the record at this 
point. 

(The documents referred to appear in the appendix. ) 

Mr. Barasu. The plain fact is that the manager’s decisions are very 
confusing and don’t actually state how much acreage each held. 

Mr. Repwine. How much did he tell you to divest yourself of ? 

Mr. Barasu. He didn’t state anything about divesting of acreage. 

Mr. Repwine. From the best you can tell, how much does the 
Bureau of Land Management say you were over? 

Mr. Barasu. I don’t know. 

Mr. Recorp. One credible example in the totals is that a substantial 
number of acres charged to Olen F’. Featherstone did have a Cheyenne 
serial but were not chargeable because they were in the State of 
Nebraska, and has been shown in the brief. 

Mr. Barasu. There were so many errors in the manager’s decisions 
that it was just impossible to calculate the acreage. In other words, 
the manager rendered a decision on Wyoming holdings and included 
among the holdings acreage which Mr. Featherstone did not hold in 
that State at all. 

Mr. Repwine. That is your contention, but what did the manager’s 
decision say, briefly, Mr. Barash? You have read it. You can tell 
the committee. 

Mr. Barasu. Iam sorry. I can’t make it out. 

Mr. Repwine. How did you write a brief, then, in opposition ? 

Mr. Barasn. Very simply. The manager made a lot of statements. 

Mr. Repwine. What did he say? 

Mr. Barasn. Well, that will take a couple of hours for what he said, 
an hour answer it. 

Senator Anperson. I would overrule it under those circumstances. 

Mr. Repwine. I won't insist, Mr. Chairman. 
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Mr. Recorp. The fact is in those affidavits attached with that, with 
our brief, we make note of any one of the four in the group, make 
note of their holdings, credible at the time of the decision, and those 

affidavits are in the “Tnterior files. We may have some with us, but 
the Secretary—I don’t see her out there 

Senator ANDERSON. I was going to suggest to Mr. Hannett and Mr. 
Redwine that we need some reports. We will try to find out where 
those reports are. Perhaps they ought to be checked at Santa Fe 
and in Washington by members of the staff here and ther e, but after 
they are received you might reach a decision as to whether you want 
Mr. Featherstone or these people back at a later date. 

We at least have the general statement of Mr. Featherstone’s posi- 
tion and I think we might wait until we get the additional informa- 
tion. If you have additional questions, go y ahead. 

Mr. RepwiNe. I have none. 

Senator ANDERSON. But it does seem to me that you will be shoot- 
ing in the dark until you have an option report and a lease report from 
them. Unless those’ option reports set forth the name of the people 
to whom options were given or from whom the options were taken, 
we don’t have much information. What do you want them to be 
required to have? 

Mr. HAnnerr. We do require that information on the reporting 
dates, which we heretofore requested. 

Mr. Recorp. That will take considerable time to prepare. 

Mr. Hannerr. I would like to know this: How long has the trust 
been in existence ? 

Mr. Rortors. Since May of 1952. 

Mr. Hannerr. And has the trust followed the same practice that 
the Featherstones have individually in making reports? 

Mr. Rorxors. Yes, it has. 

Mr. Hannert. It is the same thing that goes into the individual 
land office ? 

Mr. Rogxors. That is right, with an extra copy. 

Mr. Hannetr. And the trust has followed practically the identical 
practices In acquiring leases and acquiring options that Mr. and Mrs. 
Featherstone have followed; is that correct ! 

Mr. Rorxors. The trust only has two options. 

Mr. Hannetr. It only has two options at this time, but over the 
course of time it has had more than that. 

Mr. Rortors. No, I think that is all it ever had. 

Mr. HAnnetr. Then the trust consists of just leases? 

Mr. Rorxors. That is right. 

Mr. Hannerr. And that is all it ever consisted of ? 

Mr. Rorxors. That is right. 

Mr. Hannerr. Has there ever been a report of these two options? 

Mr. Rogvors. Yes, there has. 

Senator ANDERSON. How many acres do they cover? 

Mr. Rorrors. These two options? 

Senator ANDERSON. Yes, 

Mr. Roevors. 1,200 acres. 

Mr. Recorp. No. 1,442 acres in the State of Utah. 

Senator ANDERSON. Then as I understand it now, your testimony 
has been that the trust has never had any but these two options? 

Mr. Recorp. That is right. 
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Senator Anprerson. And they only cover 1,400 acres in the State 
of Utah? 

Mr. Recorp. Yes. 

Senator Anprerson. I don’t think we need option reports on that. 

Mr. Repwine. I would like to ask a question, Mr. Chairman. Mr. 
Barash, as a matter of fact, didn’t the manager’s decision hold that 
the Featherstone holdings included some 125,000 acres that he wasn’t 
entitled to when at that time the statute limited it to 15,3607 

Mr. Barasu. Fora certain period of time. 

Mr. Repwine. We are talking about 1948 now. Isn’t that, as 
matter of fact, practically on the nose / 

Mr. Barasu. I will answer in just a moment. It has been a long 
time since I read these decisions. When I submitted my brief on it 
was the last time I worked on it, and I just don’t recall. I have them 
here, though. May I read it ? 

Mr. Repwine. Certainly. 

Mr. BarasH. (reading) : 

The total acreage held before August 2, 1954, by this group was approximately 
52,423.60 acres. 

That is for the four entities. 

Mr. Repwine. And the limitation was 15,000—— 

Mr. BarAsH. Was 15,360 for each. 

True, a good part of this acreage was subsequently relinquished as shown by 
exhibits 3 through 7. Nevertheless, the Featherstones, by this method, together 
with their holdings (decision May 7, 1956) controlled and owned at various 


times before the act of August 2, 1954, more than 122,589.38 acres maximum, to 
approximately 70,000 minimum, during the time the acreage limitation was 15,360, 

There is a spread of between 70,000 and 122,000, and included in 
this acreage were a lot of serial numbers which were not properly 
chargeable to any of the four in the State of Wyoming. 

Mr. Repwine. However, the Bureau of Land Management has not 
agreed to that contention, have they / 

Mr. Barasu. How have they not agreed or disagreed? They have 
said nothing since we filed our appeal. 

Mr. Repwine. They remain silent. 

Mr. Barasu. With our brief on an appeal we have submitted 

Mr. Repwine. Did you raise that point ¢ 

Mr. Barasn. We certainly did. 

Mr. Repwine. And he found against you; didn’t he? 

Mr. Baraso. Who? 

Mr. Repwine. The manager. 

Mr. BarasH. We never raised the point with the manager. The 
manager rendered an ex parte unilateral decision. 

Mr. Repwine. You misunderstood. I asked you did you raise that 
point with the manager, and you said yes. You didn’t understand 
me. 

Mr. Barasn. No, sir. We raised it on appeal. It hasn’t yet been 
decided. I might say that with our brief, we submitted affidavits by 
each of the parties as to their holdings on the date that—let’s see; 
what date was it? Currently, I think it was. 

Senator Anperson. I think we will recess until 9:30 on Monday 
morning. We will notify 1 or 2 of the witnesses to be here right at 
that time. Others may not want to get here until 10 o’clock, but we 
will be able to start, at least. 
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\ir. BarAsH. You don’t want us? 
Senator ANpERSON. No. We have other people coming. 
Mr. Repwine. Mr. Chairman, there has been a great deal of con- 
versation about the certification that is made by applicants for leases 
| what they may or may not certify as to their holdings in respect 
creage limitation. I, at this time, wish to submit for the record 
it portion of the official, and I quote, “Offer to Lease and Lease for 
Oil and Gas” application form of the Department of the Interior in 
respect to certification of holdings. 
Senator Anperson. It may be submitted for the record. 
(The material referred to follows:) 
Undersigned certifies as follows: 
1) Offeror is a citizen of the United States. Native born _. Naturalized 
Corpor ition or other legal entity (specify what kind): aa a 
») Offeror’s interests direct and indirect in oil and gas leases and applic: a- 
is or offers therefor including this offer do not exceed 46,080 chargeable acres 
n the same State, or 100,000 chargeable acres in Alaska. (c) Offeror accepts as 
part of this lease, to the extent applicable, the stipulations provided for in 
43 CFR 191.6. (d) Offeror is 21 years of age or over (or if a corporation or 
other legal entity, is duly qualified as shown by statements made or referred to 
herein). (e) Offeror has described all surveyed lands by legal subdivisions and 
nsurveyed lands by metes and bounds, and further states that there are no 
ttlers on unsurveyed lands described herein. 


(Whereupon, at 4.55 p. m., the subcommittee recessed, to recon- 
vene at 9:30 a. m., Monday, Ooctober 1, 1956.) 








INVESTIGATION OF OBSERVANCE OR NONOBSERVANCE 
OF ACREAGE LIMITATIONS OF MINERALS LEASING 
ACT 


MONDAY, OCTOBER 1, 1956 


Untrep Sratres SENATE, 
SPECIAL SUBCOMMITTEE OF THE 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Albuquerque, N. Mew. 

The special subcommittee met, pursuant to recess, at 9:30 a. m., in 
Bernalillo County Courthouse, Hon. Clinton P. Anderson (chairman) 
presiding. 

Present: Senator Anderson. 

Also present: George W. Hannett, special counsel to the subcom- 
mittee; and Robert W. Redwine, assistant counsel. 

Senator ANprERsoN.- The subcommittee will come to order. 

Mr. Hannerr. The gentleman from Amerada. 

Your name is L. F. Meister; is that correct ? 


FURTHER TESTIMONY OF L. F. MEISTER, LAND DEPARTMENT, 
AMERADA PETROLEUM CO. 


Mr. Metster. That is right. 

Mr. Hannerr. And you are in the land department of Amerada 
Petroleum Corp., and have been for 29 years; is that correct ? 

Mr. Mersrer. ‘That is right. 

Mr. Hannerr. You heretofore filed a statement which has been 
entered into the record ¢ 

Mr. Metster. That is correct. 

Mr. Hannerr. You asked that there be some corrections, possibly, 
in your statement, or some additions thereto ? 

Mr. Metsrer. Since that statement. was made, after I got back to 
Tulsa, I found that there were several occasions when we did not pay 
an additional bonus or consideration or an additional override when 
we took a new option, the reason being that the broker simply wouldn’t 
take it. 

That seems ridiculous, but he said that he felt he had enough money 
out of it; he would not take any more money. The next thing, we 
made the statement we had not taken any options through company 
men. There were a couple of occasions. If you will notice in my 
statement, I said we do not handle the California office. Last fall the 
California office under our advice had taken up some Federal options. 

We have some 27,000 in Utah, and by checking with them we find 
that one of the attorneys thought it was rather smart, a young attor- 
ney, and he picks up a 320-acre lease he found open. 
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Mr. Hannertr. What is his name? 

Mr. Meister. Schade. He was checking the area preliminary to 
going into this country and he found a tract open someone had over. 
looked and he filed on it. Even though he is holding it in his name, it 
is still charged to Amerada. 

Mr. Hannetr. As chargeable acreage or as option acreage ? 

Mr. MEISTER. Chargeable acreage. You will find it on the list | 
gave you. Even with “that, and our 27,000 or 28,000 acres of options, 
we are still well within our limit. That was the first time we had 
cone into Utah. I did want to make those corrections. 

Senator ANpEeRSON. Do I understand from that that when you had 
taken an option and you proceeded to get what you now call a sue- 

cessive option, it was identical with the pre vious option / 

Mr. Meister. We took a brandnew option. 

Senator Anperson, Brandnew or old, was it identical with the 
preceding option ? 

Mr. Meisrer. I would say it is identical, other than the dates, 

Senator ANpERsoN. Why do you call that successive in place of 
renewal ? 

Mr. Meister. We are not permitted to take renewals. 

Senator ANDERsON. So you just put a new name on it and went 
right ahead with it? 

Mr. Meister. A successive or a new option; that is right. 

Mr. Hannetr. Did you use employees, also, other than what you 
have identified ? 

Mr. Metsrer. Oh, yes. One man, a man by the name of Bernard, 
still employed with us; there again he was checking an area where 
we were doing and still doing considerable drilling up in Montana. 
He found a couple and put them in his name, more for secrecy than 
anything. 

That is understandable as among companies. At lot of people 
wouldn’t know him because he had come back from service, but he 
is an employee of the company. 

Mr. Hannerr. Then do I understand that the purpose of that was 
to keep it secret from other companies that you were interested in 
that particular area 

Mr. MEIsTeEr. That is right. 

Mr. Hannert. Under those circumstances, where he filed, did he 
use company funds to file with, or his own funds? 

Mr. Metsrer. That is correct. 

Mr. Hannerr. He used the company funds? 

Mr. Metsrer. I am sure he did. He may have used his money, being 
right on the ground. We reimbursed him right away, I am sure, 
so it is just the same as if he used company money. 

Senator ANpERson. I want to get back to this successive and re- 
newal options a little bit. As I am sure you know, the Department 
of the Interior opposed the granting of even 100,000 acres under 
option. The Department of “the Interior’s testimony was that it 
thought 64,000 acres was plenty to test out any structure. 

I don’t wish to read all of it, but this is the hearing on the bill, 


S. 1236. The Department witness testified, and this is page 235 of 
the hearing: 


However, it may well be questioned whether as much as 100,000 acres of public 
lands in 1 block is necessary for such an option, particularly when it is borne 
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ind that the block would also include, as a rule, a large quantity of inter- 
eled State or private lands. 
ce the exemption of geophysical prospecting from acreage limitations pro- 
sed by S. 1286 involves a new departure in the administration of Federal oil 
| gas lands, 1 believe that more conservative figure of 64,000 acres, or a block 
+ square, recommended in the Department’s report, is about as far as it 
be desirable to go at this time. As you know, the present law would count 
, options against acreage limitations. 

T co is the background on which the Congress considered this, and a 
Mr. W. H. Ferguson, who was at that time vice president of Conti- 
nent: ul Oil, and is speaking for the Rocky Mountain Oil & Gas Associa- 
tion on the bill, explained that the Roc ky Mountain Gas & Oil Asso- 
ciation had twice discussed the entire matter and by unanimous vote 
concluded—I am reading now from page 273 of the hearing: 

The Rocky Mountain Oil and Gas Association has twice discussed this entire 

er, and by unanimous vote concluded that there should be no acreage limi- 
with respect to options, provided they are for a period not exceeding 2 
, and taken for geological or geophysical work. 


Senator Willis, of Indiana said: 
“Ts there any provision to prevent renewals of these leases? 
and there Ferguson said: 
They are for 2 years only. They are not to be renewed. 


All through this was the constantly repeated affirmation that this 
was to make a man either fish or cut bait, that they could take an 

ion but they had to do something with the land. 

This is the background of the 1946 act which, for the first time, 
legalized these options, and it is your testimony, then, that you have 
proceeded to give what I term a renewal, what you call a successive 
atid, but which is the same old option all over without a single 
change in its terms or conditions; is that correct? 

Mr. Mrisrer. We have taken new options; that is correct. 

Senator Anperson. You just moved the date up on the old option, 
didn’t you ? 

Mr. Mrisrer. No; we took an entirely new one. 

Senator Anprrson. The date is the only difference. We will put 
it that way. The parties are the same. The terms and conditions 

re the same; they are identical in every respect except the date is 
shoved up 

Mr. Meister. We take an entirely new option. 

Senator Anperson. And you think that 1s within the law, which is 
earlier explained to be for 2 years only, and not to be renew ed. 

Mr. Meister. I don’t know, Senator, that that was the ruling that we 
apparently had from the BLM, because we do that. We do take new 
options. 

Senator Anprrson. You speak of the ruling from the BLM. Will 
you identify the ruling from the BLM? I put my pages in the rec- 
ord. Will you put yours in the record ? 

Mr. Metsrer. I do not 

Senator AnpEeRsON. What was the ruling, then? 

Mr. Meister. I do not know the ruling. They permit it. 

Senator Anperson. Let’s go on from there. You said “ruling,” 
and then you take that back. Now you say permitted. What was 
the date of the permission, and how did they grant permission ? 

Mr. Mertster. By accepting these new options. 
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Senator Anprrson. They don’t know whether they are now. The 
terms are identical. You don’t file it as a formal option with them? 

Mr. Meister. No. 

Senator ANDERSON. How would they know, then, if you don’t file a 
form of the option that you did not enter into a wholly new option! 
How would they know that you just moved up the date? 

Mr. Meister. I don’t know. We report every 6 months. 

Senator ANpEerson. You report only a number, as a lease and so 
forth, but you don’t tell a thing about the option, do you? 

Mr. Meister. No one has asked us to do it. 

Senator ANpeRSON. But the burden is on you to make sure that this 
is not a renewal option. If it is, it isa violation of the law. You say 
merely moving up the date makes a wholly new option out of it. Have 
you anything to sustain that? 

Mr. Mester. They sign it. 

Senator ANperson. They sign merely a renewal of it. 

Mr. Meister. They sign an entirely new option. 

Senator Anperson. As I said, I renew my subscription to a maga- 
zine. I sign a new place and I check the place where it says “Bill Me” 
or “Check Enclosed,” and when the magazines do this that is a renewal 
subscription. 

We have never found a court decision that deals with this question of 
renewal as yet as far as oil leases are concerned, but we found the clear 
intent not only of the Congress, but of the Rocky Mountain Oil & Gas 
Association. They said, “Oh, no, they will not be renewed. This is 
for 2 years only, and will never be renewed.” 

They got around it by just saying, “I will give you another slip of 
paper.” Yousay that isnew. That doesn’t make ita newone. That 
makes it a successive option. 

Mr. Meister. Successive or new option. 

Senator Anperson. I think we are going to have a chance to find it 
out in the courts one of these days. 

Mr. Hannetr. Each one of those option forms you use says it was 
for the purpose of geological or geophysical work; isn’t that correct? 

Mr. Merstrer. Yes. 

Mr. Hannerrt. They state specifically in it? 

Mr. Mersrer. Yes. 

Mr. Hannett. And in many instances no geological or geophysical 
work is done at all by your company during the first 2 years 

Mr. Meister. I wouldn’t say that. We invariably get in there and 
start working. 

Mr. Hannerr. You would say, then, on all occasions—— 

Mr. Meister. On all occasions you have done geological or geophys- 
ical work on all options during each 2-year period 

I want to inject something here. You and the Senator keep 
talking about 100,000-acre blocks, whereas we rarely have 100,000- 
acre blocks. We may show 100,000 acres on this report, and 
that may encompass 10 or 15 blocks. 

It is quite often we will have 8,400 acres in a chunk. Maybe the 
next one will be 25,000 acres, but I do want to make a distinction 
when you talk of blocks, of thinking of 100,000 acres we report as 


being in 1 solid chunk; that make a difference in your shooting 
program. 
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Mr. Hannerr. I don’t believe either the Senator or I have said 
that you were just blocking up 100,000 acres in any one State in one 
continguous block, but you were having blocks of acreage which 
totaled 100,000 acres in that State, or approximately 100,000 acres. 

Mr. Meister. That is right. 

Mr. Hannerr. And you remember being under oath at this time, 
you know, don’t you, Mr. Meister, that geological and geophysical 
work on all these options, each period of time is not done on all of 
acreage. It is just a manner of holding the acreage over a period 
of time and possibly waiting for some other companies in the immedi- 
ate vicinity to do a little geological or geophysical work on their area. 

If they drill a dry hole on their area, then you release the acreage, 
if it proves that it isn’t valuable. Otherwise, it is just a manner of 
holding it from year to year by means of options, practically identical 
options. 

Mr. Meister. I do not agree with that. It is a rare occasion when 
we pick up a few Federal tracts just to hold them for other people’s 
development. We are too small a company. 

Mr. Hannerr. But you do on occasion. It is a rare occasion, but 
there are occasions when that is done. 

Mr. Meister. It is a rare occasion when we take it for speculative 
purposes. 

Mr. Hannetr. There are occasions when you do take it for specu- 
lative purposes, to determine whether or not somebody else’s geological 
or geophysical work will prove profitable to you ? 

Mr. Meister. Yes. There will be a few tracts of that kind. The 
primary purpose of our assembling acreage is to shoot, or we have 
shot, and we have a lead and we want to try to pick up acreage for 
further work. 

Mr. Hannett. Did you ever surrender an option after the geological 
or geophysical work was done ? 

Mr. Meister. Oh, I am sure we have; yes, sir. 

Senator Anperson. Could you give us some specimen of that? 
Do you have anything in your records to indicate that you have? 

Mr. Meister. No. It is so common really, but I can’t name you 
areas. 

Senator ANpbEeRsON. Common that you surrender them ? 

Mr. Meister. Oh, yes. We get sick and tired of this stuff when we 
have a whole block of it on our books. 

Senator ANDERSON. Then if we examine your option reports filed 
with the Department of the Interior, we would find that these options 
disappeared rapidly, that you don’t keep them the full 2 years? 

Mr, Meister. You would find quite a number of them are dropped. 
I don’t know whether to say “rapidly,” but we do drop them. 

Senator Anperson. The record will indicate it. I am just asking 
you before we go into a minute examination. Will the record show 
| case or 1 option was dropped before the end of the 2 years that you 
know of ? z 

Mr. Metsrer. I really don’t know. We have done it. 

Senator ANpERSON. You thought you did just a moment ago. Let 
me just read you a little more of the testimony. I am very much 
interested in it, because these are the representations made to the 
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Congress as an inducement to pass legislation. I am reading now 
from page 275, and Mr. Ferguson of the Continental Oil is saying: 


Perhaps 100,000 acres seems like a large area, but to the geologist in search of 
new oilfields on the public domain in these great basins, 500,000 acres is not 
1 large area to explore. 

There is no limitation at the present time on the taking of such options, a 
there has been no tendency to monopolization because the options are held | 
many different companies, are for short terms, and frequently surrendered long 
before their expiration because no favorable results have been obtained from 
the geological work. 


And the chairman said to him: “Are these terms usually less than 
2 years?” 
And the Mr. Ferguson testifies as follows: 


The option is usually for 2 years, but it has been the practice generally, if you 
finish the geological work and find nothing, which you frequently do, the options 
are immediately surrendered. Sometimes they will last only 6 or 8 months. 

Thus far as we have examined the option list, we don’t find that 
taking place. Do you know that they are surrendered at all? 

Mr. Mersrer. I know they are surrendered. 

Senator Anperson. During the 2-year period? 

Mr. Metsrer. Yes. It is awfully hard to shoot 100,000-acre blocks 
in 6 to 8 months. 

Senator Anprerson. But you just got through telling us that you 
didn’t take these in 100,000-acre bloc ks. You take them in 6,400-acre 
blocks, and you can shoot 6,400 acres very frequently. How long does 
it take to do the geological work on 6,400 acres—2 weeks, 10 days? 

Mr. Mersrer. It could take them 2 weeks. It could take them 
4 months, depending on the results. 

Senator Anperson. It could if you have under some kind of con- 
tract so they are trying to hook you, but if they really went out to 
shoot 6,400, how long would it take you? You area practical oilman. 

Mr. Meister. It could take 2 weeks. It could take 2 to 3 months, 
It is just if they found something. 

Senator Anperson. At the end of the 2 or 3 months, do you then 
surrender the option ? 

Mr. Metsrer. If it was very poor results from a shooting, we would 
surrender it; get rid of it. 

Senator Anperson. We are going to have to go through the check- 
ing of these now and take them option by option to see how long these 
last, but that is hard work. 

Mr. Repwrne. Mr. Chairman, I would like to say at this time that 
in the limited time I have had in several instances, involving several 
companies, including the company which is now under discussion, I 
have made a cursory examination of that kind of thing and I have as 
yet to find one single case where an option wasn’t reported for the full 
term. 

I am not saying that that is always the case and that there is no 
exception to it, but I have not found it yet, sir. 

Senator Anperson. And you found many renewed for the second 2- 
year term and the next 2-year term, and so forth? 

Mr. Repwine. As many as four times. 

Mr. Hannetr. Mr. Chairman, I would like to read further along the 
line which you have already discussed from the opinion of Judge Hatch 
in this case which has never reached decision, and will never reach 
decision. 
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Senator ANpEeRsON. He was the chairman of this committee at the 
time we are talking about, and he is the one who asked this question, 
<o he had firsthand knowledge. 

Mr. Hannetr. He quotes from some of the testimony given at the 
hearing. He quotes Mr. Nielson, president of the Husky Refining 
(o.. and chairman of the public lands committee of the Rocky Moun- 
tain Oil and Gas Association. He quotes this excerpt from his 
testimony : 


The important thing to the small operator is that such options shall not be 
llowed to continue for more than 2 years, and that the option be taken from 
individual applicants or leaseholders, and that the optionee not be permitted to 
select from the option more than the allowable acreage provided in this proposed 
bill. 


He quotes again: 


Mr. Terrill, vice president and general counsel of the Kerr-McGee Oil Indus- 
tries, Inc., another witness before the committee, testified : 

“These options will be for short periods. The industry is willing that they be 
limited to 2 years.” 

Later in the testimony of Mr. Terrill, the following appears: 

“Gentlemen, this matter of options is one of the most vital matters incident 
to this legislation, because options are not expressly covered by the existing act. 
and the industry is of the opinion that unlimited options, that is, unlimited as 
to acreage, are now permitted. 

“Options are now for the first time expressly covered by the proposed act, and 
if they are limited, as to acreage, such provisions will nullify all the beneficial 
changes proposed to be effected. 

“Options, limited as to acres, will, by reason of the actualities of what must 
be done, very materially retard exploration no matter what other incentives 
for exploration are provided in this legislation. 

“Senator O’MAanHoNnEY. But you believe there ought to be a strict limitation 
as to time? 

“Mr. TerRRILL. Yes; I think that is quite proper. I recall, I think it was Sena- 
tor Hatch, who inquired of one of the other witnesses of the 2-year period, as 
to why 2 year's was necessary, and it is primarily for the 2 reasons I present. 

“In the first place, of course, as you know, the season in the Rocky Mountain 
area is quite limited, and we might organize the options to go in, and start our 
work in one season over one of these areas; and we might go on and kick out 
100,000 acres at the time; and then, along toward the last of the season, we would 
find that—we would find something that looked as if it might develop; and then 
the snow comes, and we cannot detail it, so that we might have to go back in 
the second year to detail the thing. Because of the short season in the Rocky 
Mountain area, the 2-year period is almost necessary.” 

It goes on. It goes also to the same effect, that they should limit this to a 2- 
year period only. 

Mr. Coleman, attorney at law, Billings, Mont., also says that it is limited to the 
2-year period and without renewal. 

Senator Anperson. You will find Mr. Terrill’s testimony starting 
at page 286 of the hearings, going on to about page 300. 

Mr. Hannetr. Everybody agreed that it should be limited to a 2- 
year period without renewal. 

Mr. Repwine. Mr. Chairman, may we revert back to this question 
of whether the Amerada Co. ever gives up options? May I call the 
chairman’s attention to the report of the company of June 30, 1954, 
and the report of the company of June 30, 1956? This is Colorado 
Serial No, 4427; the name of the optionor, Martha D. Justice; the 
] ® ‘ x . . . . 
date of the option, September 12, 1952; and expiration of the option, 
September 12, 1954. That is from the 1954 report. 

lhe 1956 June report: Colorado 4427; Martha D. Justice; date of 
option, September 14, 1954; expiration of option, September 14, 1957. 
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Mr. Chairman, I have checked in the last few minutes the first 13 
options shown on the Colorado report of the Amerada Co. and what 
I have just called attention to in respect to Martha D. Justice is true 
in all of those instances. None of those have been dropped. In all of 
them successive or renewed leases have been taken in every instance, 

I can go on and check it further if the chairman wishes me to. 

Senator Anperson. No; but would you not now be able to testify 
that you might be in error in saying these are dropped, that they are 
almost always renewed, and that they are not dropped during the first 
2-year period ¢ 

Mr. Meister. I can’t say that. 

Senator ANperson. Do you know of any instance? 

Mr. Meister. I can’t spot it right here, but there are a lot of areas, 
Senator, after 6 months’ shooting or less, the results from geophysical 
work are such that you throw it overboard. 

Senator ANDERSON. Just name me one place where you did that. Do 
you have any knowledge of that ? 

Mr. Meister. I can’t think of a one here. 

Senator Anperson. What is your position with Amerada? 

Mr. Meister. I am manager of the land department. 

Senator Anperson. If you are manager of the land department and 
have done it, you ought to be able to remember whether you have ever 
done it one time. Can you? 

Mr. Metsrer. I can’t specifically. In a conference they decide to 
drop this area or that area and it is dropped. I do not do the actual 
paperwork. 

Mr. Hannetr. I might state for the record, too, Mr. Chairman, un- 
less you have something further, that I find on their option report of 
June 30, 1949, an option in Colorado, serial No. 05300, Mary E. Shef- 
stead, option, December 4, 1948, with the expiration date of May 1, 
1951; a comparable one, 053010, in the same name; date of option, 
March 30, 1949; and May 1, 1951, is the expiration date; and serial 
No. 054177, A. S. Montgomery; date of option, March 24, 1948; and 
expiration, March 24, 1950. 

We find the same leases again on their option report of June 30, 
1950. We find it again on their option report of June 30, 1951, that 
they are carried right forward with new options, or new expiration 
dates, or successive options or renewed options. 

Senator Anprerson. I knew that was a practice. I hoped that you 
might get it from the witness. 

Mr. Hannett. Then, as I understand it, Mr. Meister, these options 
are in many instances taken without any consideration of any nature 
at all, the new options; or they have been in instances; is that correct ! 

Mr. Metsrer. There have been some. That is in the minority. 

Mr. Hannerr. And it just amounts to a manner of holding acreage 
over a long period of time; is that not correct? It is a device to hold 
acreage in which you have some interest over a long period of time! 

Mr. Meister. A longer period? I wouldn’t say 2 or 3 or 4, or even 
6 years is long, but that option is used to continue your right or to 
hold your right to buy a lease on it. 

Mr. Hannetr. Now, Mr. Meister, we have had other testimony here 
before this hearing where an option is taken from the person who 
originally leased the ground from the Federal Government. We 
have had other testimony where the companies go out and buy the 
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lease from the original lessee and have it transferred into a nominee 
for the company. Jas 

Does your company go and buy the lease itself from the original 
lessor and have it transferred into a nominee and then take option 
from the nominee ¢ 

Mr. Meister. No; we do not. 

Mr. Hannetr. That has never occurred ? 

Mr. Meister. No; we have the broker handle that. If there is a 
tract open, we will have a broker go into it. I mentioned the other 
day that Amerada is probably unique in the fact that practically 95 
percent of our lease purchases or lease option work, all of that, all 
acquisitions are done through brokers. As an example we have one 
man in Denver. We have 2 men in Casper and, as active as we are 
in Montana, we have 3 men. I will venture to say other companies 
have2 to 3 to 4 times that many landmen and they do a lot more buying, 
of course, but we rarely buy leases direct. 

Mr. Hannett. Who is H. S. Downing? Who are Martha D. 
Justice, and Glenn W. Justice ? 

Mr. Meister. H. S. Downing is a very prominent broker of the 
firm of Downing & George, of Denver. 

Mr. Hannetr. Does he limit his activities to Amerada’s work? 

Mr. Metster. Oh, no. Our work wouldn’t keep him going. 

Mr. HannettT. Martha D. Justice and Glenn W. Justice? 

Mr. Metsrer. I don’t know who they are. 

Mr. Hannerr. I refer to your option report of June 30, 1956. I 
see H. S. Downing’s name down once for Colorado, 1, 2, 3, 4, 5, 6, 7, 
5,9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25: and Marie 
Downing. 

Senator ANDERSON. Who is Marie Downing ? 

Mr. Metsrer. I don’t really know. 

Mr. Hannerr. We have H. S. Downing 25 times on that option re- 
port, and you had acreage in Colorado as of this time of 57,444.85 
acres net. He is used by your company substantially, is that right? 

Mr. Mersrer. Yes; he is used. Oh, I imagine he has taken as many 
as 5 or 6 blocks for us. 

Mr. Hannerr. Now, in that kind of a situation, Mr. Meister, does 
Amerada give him a bank account, say, of $50,000 or $100,000 from 
which he draws to acquire this lease acreage, put it up in his account 
and let him go ahead and get it for you ? 

Mr. Merisrer. That particular man, we rarely advance money to 
him. He has a sufficient bank account to carry it. We settle up at 
the end of his buying. 

Mr. Hannerr. I see; but there are others where you do that? 

Mr. Metsrer. Oh, yes. 

Mr. Hannerr. You put the money up in their bank account and 
let them go ahead and buy whatever you want, is that right? 

Mr. Mrisrer. That is right. They do not want to tie their money 
up or they are not financially able to finance the buying. 

Mr. Hannerr. Who is Kathlyn A. Grigsby, K-a-t-h-l-y-n A. 
G-r-i-g-s-b-y; and F. C. Grigsby ? 

Mr. Metster. I do not know that fellow. 

Senator ANDERSON. Did you do some business with him ? 

Mr. Mrtsrer. We do business with this broker. 


87402—-57——-24 
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Senator Anprerson. You say, “with this broker.” I asked about 
Grigsby. Do you know Gr igsby ? 2 

Mr. Meister. I do not know him personally. 

Senator Anperson. You do not do business with him ? 

Mr. Meister. I know very few of our lessors, fee leases as well as 
these. 

Senator Anpverson. Is Grigsby not a broker ? 

Mr. Mrister. I am not sure whether he is a broker or just a private 
individual. 

Mr. Repwine. Mr. Chairman, may I point out that of the 57,000 
acres which they report under option in the State of Colorado, that 
the two Gr igsbys account for approximately one-fourth of the acre- 
age involved. It seems rather peculiar to have the land division not 
know who they are. 

Senator Anperson. Where is your office? 

Mr. Meister. Tulsa. 

Senator Anperson. Tulsa? 

Mr. Metsrer. Right. 

Mr. Hannerr. Who is Ben F. Witt? 

Mr. Metsrer. Ben Witt is now head landman in the California 
office. 

Mr. Hannetr. Do you know why he wrote the Department of the 
Interior on the 11th of September 1956 and listed the Utah acreage 
under H. 8. Downing in the amount of 27,600 acres ¢ 

Senator AnpeRson. Just prior to the opening of this hearing, in 
other words? 

Mr. Hannerr. September 11, 1956. 

Mr. Metster. You ask me why he did it ? 

Mr. Hannert. Yes. 

Mr. Meister. He is the landman in that division, that California 
division. We have—our Tulsa office has little or nothing to do with 
him. They are just a division in their own. 

Mr. Hannettr. You would not know why he was writing that? 

Mr. Meister. I presume he was trying to—I haven’t seen ‘the letter, 
but I don’t know why he would write it re: ully. 

Senator AnpEerson. Would it be your opinion that he might not 
have listed these heretofore and decided to get under the wire, if at 
all possible ? 

Mr. Meister. I wouldn’t know, Senator. 

Senator Anprrson. Is the 11th of September a regular reporting 
date of any kind in the Department of the Interior? 

Mr. Meister. No; we send our report in from the Tulsa office within 
90 days from June 30 and December 30. 

Senator Anperson. This would be 90 days from June 30, but we 
are just trying to find what the regular reporting date is. 

Now, Mr. Downing at Denver, Colo., is holding these lands in San 
Juan County, and a portion of Garfield County in the State of Utah! 

Mr. Metster. Yes, sir. 

Senator ANnperson. Does this come under Mr. Witt’s exclusive 
jurisdiction ? 

Mr. Meister. Yes, sir. 

‘ ree ey Anpverson. The Tulsa office does not deal with the State of 
Yolorado ? 


Mr. Metsrer. Utah. 





ACREAGE LIMITATIONS 367 


Senator Anperson. You said Utah. I am sorry. 

Mr. Meister. Of course, the president does, but the rest of us have 
nothing to do with the State of Utah. 

Senator ANDERSON. I do not wish to sound improper, but, if I may 
ask this, why are you here testifying? Why is Mr. Witt not here 
also ¢ 

Mr. Meister. We didn’t know that Utah and California were com- 
ing up at this hearing. . | 

senator ANDERSON. Well, this hearing covers the leasing of land, 
wherever it may be. Mr. Downing owns 27,600 acres in the State of 
Utah. You say he does not work exclusively for you? 

Mr. Meisrer. No. 

Senator ANpERSoN. Do you know any other clients he might have? 

Mr. Me'strer. No; he is very prominent. I venture to say that any 
of the gentlemen here—well, I don’t know whether these fellows use 
him or not, but they are very prominent brokers and they doubtless 
do a lot of work for other people. Naturally, we don’t follow that. 

Senator AnpeRson. You do not follow that? 

Mr. Meister. No. 

Senator ANDERSON. How much land would Mr. Downing be allowed 
to hold in his own name; 46,080 acres ¢ 

Mr. Meister. 46,080 acres. 

Senator Anperson. If he held 27,600 in Utah for you alone, you 
would not try to find out whether he owned another 19,000 or 20,000 
acres at all? 

Mr. Meister. No. If we had put him on that work, we would ask 
him, “Can you handle this job for us?” If he said, “Yes, I am in 
position to do so,” that is all the farther we would go. 

Senator ANprERsON. And the land office would not check. You 
would not check him, so that it would have to be a committee of Con- 
gress that would have to check. Is that the testimony ? 

Mr. Meister. No. We take the risk. When we hire a qualified 
man, if he ever does get over, when we lose leases, that is just a com- 
mercial risk. We pick our men, though, when we use them for brokers. 

Mr. Repwine. Mr. Chairman, I have very carefully checked the 
report of the Amerada Corp. filed with the Department of the Interior 
August 27, 1956. There is no such report at all, as contained in this 
letter, in their regular report for 1956. This appears to be an after- 
thought. That is my conclusion, sir, because this acreage is not 
reflected in any way in their routine report. 

Senator Anprerson. Are you familiar with the signature of the 
president of the Amerada Petroleum Corp. 

Mr. Merisrer. Yes, sir. 

Senator ANDERSON. Would you look and see if you think that that 
is probably his signature on this photostat of the original document ? 

Mr. Meister. I think this is the signature of Mr. McCullough. 

Mr. Repwine. May I further certify that that is an exact copy of 
the report as it appears in the files of the Department of the Interior, 
Mr. Chairman. 

Senator ANbEeRsON. Now, this report was received by the Bureau of 
a ~ Management in Washington, D. C., at 11:29 a. m. on September 
4, 1956. 

_Is it the practice of Amerada to file for only one individual group of 
States and not include Utah? Do you know? 
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Mr. Metsrer. The California office is supposed to handle their own 
filing. 

Senator ANpERSON. The president is not supposed to do that? He 
just files for the other States, is that right ¢ Db. .% 

Mr. Meister. He files from our office. That is right. 

Senator ANnprrson. Does he file for all the States or for just the 
States in your office ? 

Mr. Metsrer. He files just for the States that are handled by our 
office. 

Senator ANperson. Is Nebraska handled by your office ¢ 

Mr. Metsrer. Nebraska? 

Senator ANDERSON. Yes. 

Mr. Metster. Yes. 

Senator ANperson, And North Dakota ? 

Mr. Meister. Right. 

Senator ANDERSON. Montana ? 

Mr. Meister. Montana. 

Senator Anperson. What States are not? 

Mr. Meister. The only two States that California handles, that they 
have anything in lately, is this Utah stuff taken last fall and a few 
little pieces in California. I think most of the California stuff was 
taken in the old permit days, but you will find that this Utah stuff is 
brandnew. 

Mr. Repwine Mr. Chairman, I would like to ask the witness if their 
home office has no records whatsoever of these options that have been 
taken in Utah? 

Mr. Meister. We do not have in the Tulsa office. That is right. 
That is what we consider our home office. We have no record of that. 

Mr. Repwine. How then do you determine just what your assets and 
liabilities are, sir, if you do not know what you have, if the home 
office does not know ¢ 

Mr. Meister. That is very minor as far as our company is concerned, 
but. we do know from talking to them that they took 27,000 acres, 
veriod. 

Senator Anperson. If you knew it, why did you not report it? 

Mr. Meister. Because they want to report it themselves. 

Senator Anperson. Did they tell you so? 

Mr. Metster. Yes. 

Senator Anperson. Did they tell you by letter ? 

Mr. Meister. No, just verbally. They thought they knew how to 
handle that. 

Senator Anperson. I see. 

Mr. Repwine. Mr. Chairman, I would like to point out that it is 
not a legal report; it is not given under oath. I would like to point 
out that it is a violation of the law in that respect. 

Senator Anpgrson. When did these hearings start ? 

Mr. Hannerr. The 20th. 

Senator Anperson. Of September ? 

Mr. Meister. That is right. 

Senator Anpgerson. These options which had not been filed previ- 
ously came to light on September 11 with the announcement that 
hearings would be started. 
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Now, Mr. MeCullough sent his report with a notarized statement : 


Subseribed and sworn to before me this 27th day of August. 
AGNES J. Hiee1ns, Notary Public. 


\pparently the president of the company had advice that this should 
be submitted under oath. The letter from Mr. Witt to the Director 
of the Bureau of Land Management, Department of the Interior, 
dated September 11, merely says: 


Attached hereto in triplicate is statement of the Federal oil and gas leases held 
under option by Amerada Petroleum Corp., as optionee, from H. 8. Downing et ux, 
212 Patterson Building, Denver, Colo., as optionor. 

These leases affect lands located in San Juan County and a portion of Garfield 
County, State of Utah. 

Yours very truly, 
AMERADA PETROLEUM CORP., 
By Ben F. WIrt, 
Land Department. 

Would you say that a legal report had been received by the De- 
partment of the Interior in compliance with law ¢ 

Mr. Metster. I don’t think he has followed the law; no. I think 
he should have submitted it and made a report like we did there. 
That is all brandnew to him out there, and he didn’t get into it. 

Mr. Repwine. Mr. Chairman, I call this to the committee’s atten- 
tion: Under date of August 27, 1956, under oath, the president of 
Amerada Petroleum Corp., Mr. McCullough, made this statement : 
DIRECTOR, BUREAU OF LAND MANAGEMENT, 

Department of the Intenior, 
Washington, D. C. 

Deak Siz: In compliance with section 192.4 (f), Code of Federal Regulations, 
title 48, there is attached, marked “Exhibit A,” a statement consisting of 32 
pages showing States and type of land (whether public domain or acquired 
lands) all of the options held by Amerada Petroleum Corp. as of June 30, 1956, 
and the serial numbers of the leases, or applications for leases, subject to such 
options. 

Yours very truly, 
AMERADA PETROLEUM CorP., 
WH. H. McCu.ioueu. 

The president of the company, under oath, has said that all options 
held are reported in this document. Here comes up this other 27,000 
acres in Utah, not sworn to but signed by a subordinate of the com- 
pany. 

Senator Anperson. Since you are the manager of the land office 
at Tulsa, where the president is located, would you have any com- 
ment on that? 

Mr. Meister. Perhaps that report should have been limited to the 
States that it covered. 

Senator Anperson. But the requirement of the law is not that you 
shall take certain States that he desires and leave out the other States, 
and that that would be complying with the law. He has testified that 
this is all Amerada has, and did so under oath. 

Can you give us any enlightment? Did you prepare this report 
for him? 

Mr. Meister. No. 

Senator Anperson. Was it prepared in your department? 

Mr. Metsrer. Yes. 
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Senator Anperson. Well, are we going to get to the point where 
you say that you did not prepare it because some clerk prepared it! 
It was prepared in your department under your supervision; was it 
not ¢ 

Mr. Meister. That is right. 

Senator Anperson. If it was prepared in your department under 
your supervision; you must have prepared the covering letter in 
your department. 

Mr. Meisrer. That is right. 

Senator Anperson. Did you dictate it ? 

Mr. Meister. No, sir. 

Senator ANprerson. Who did? 

Mr. Mrisrer. Let’s see; there are probably some initials at th 
bottom there. 

Senator Anprerson. There probably are, but I was wondering who 
it was. 

Mr. Meister. I imagine it was a man named Hulsizer, from the 
Tulsa office. He handles the Federal leases. He gives a good report 
on them. 

Senator Anperson. Is he in your department ? 

Mr. Metster. Yes, sir. 

Senator Anperson. Has he any special instructions from you as to 
what items to leave out and what to include when he makes these 
sworn statements from the president ? 

Mr. Meister. No, sir; that was an oversight. It is evident. The 
California office said they would report separately, and they did 
attempt to. 

Senator Anperson. When did California say this? 

Mr. Metsrer. Last November. It was October when they started 
taking these options. ‘They said, “We will handle these.” ‘They have 
been very independent from our office for years. 

Senator Anprrson. Are they independent of the president ? 

Mr. Metsrer. Oh, no. 

Senator Anverson. They recognize that he has some authority / 

Mr. Meister. Yes; that is right. 

Senator ANDERSON. That is ‘sometimes hard to do in (eliforni a, I 
admit. You cannot give us any guidance as to why the president, 
when he said these were all the leases subject to option, left out these 
27,000 until just before this hearing got underway ¢ 

Mr. Mrisrer. I don’t think any of those reports had anything to do 
with this hearing. We had no ‘knowledge of this hearing until the 
19th. Wegota letter on the morning of the 19th that you were having 
a hearing, and you asked us to have a geologist and a landman here. 

Senator Anprrson. Can you tell me that the gr apevine is not good 
enough out of Washington, so that a hearing announced in the W ‘ash- 
ington papers, and published in almost every petroleum journal in 
the country, never got to Amerada until they got our official letter! 

Mr. Meister. We didn’t know we were going to be called. We 
knew there were going to be a series of hearings, but we didn’t know 
we were going to be called. Those reports had ‘nothing whatever to 
do with this hearing. They were filed regularly. 

Senator Anprrson. Do you have any other States in which you have 
acreage that you did not report? 

Mr. Metster. No, sir. 
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\fir. Repwine. Mr. Chairman, I would like at this time for this 
entire correspondence to appear in the record, if it may. 

Senator AnpEeRson. We will include the covering letter and the 
report in the record at this point. 

(The documents referred to are as follows:) 


AMERADA PETROLEUM CORP., 
Los Angeles, Calif., September 11, 1956. 
Director, BUREAU OF LAND MANAGEMENT, 
Department of the Interior, Washington, D. C. 

Dear Str: Attached hereto in triplicate is statement of the Federal oil and gas 
leases held under option by Amerada Petroleum Corp., as optionee, from H. 8. 
Downing et ux., 212 Patterson Building, Denver, Colo., as optionor. 

These leases affect lands located in San Juan C ounty and a portion of Garfield 
County, State of Utah. 

Yours very truly, 
AMERADA PERTOLUEM CORP., 
By Ben F. Wirt, Land Department. 


Statement of United States leases held under option from H. S. Downing as of 
June 30, 1956 


Expiration Num- tah serial of | Expiration | Num- 
date of ber of No. ior date of | ber of 
option acres | option | acres 


Jan. 31,1956 | Jan. 31,1959 | 2,560 || 09953 b. 56 | Feb. 1.1959] 640 
| Jan. 31,1956 | Jan, 31, 1959 960 || 010626......| Jan. 24,1956 | Jan. 24, 1959 240 
013972 Jan. 31,1956 | Jan. 31,1959 , 760 || 010626-B_._| Jan, 30,1956 | Jan. 30,1959 | 160 
01397 | Jan. 31,1956 | Jan. 31, 1959 760 || 010626-C - Jan. 30,1956 | Jan. 30, 1959 320 
014608 | Jan. 31,1956 | Jan. 31,1959 , 200 || 010629__.....| Jan. 24,1956 | Jan. 24, 1959 160 
014609 Feb. , 1956 | Feb. 1, 1959 | 44() 010669_. | Jan. 31,1956 | Jan. 31, 195! 160 
014610 | Feb. , 1956 | Feb. 1, 1959 | . 400 010627 __ | Jan. 30,1956 | Jan. 30, 1959 160 
014611 Feb. 1,1956 | Feb. 1, 1959 , 920 010667___- Jan. 30,1956 | Jan. 30, 195 40 
014612-} | Feb. 1,1956 |} Feb. 1, 1959 64) 010667-A _ an. 30,1956 | Jan. 30, 195! 160 
014613 | Feb. 1,1956 | Feb. , 1959 640 010667-C___| Jan. 31, 196 Jan. 31,195 320 
014684 Feb. 1,1956 | Feb. 1, 1959 , 400 || 010667-D__.| Jan, 31,1956 | Jan. ; 5 160 
014685-A Feb. 1,1956} Feb. 1,1959 969 || 010626-A_._| Jan. 30,1956 | Jan. 30, 195¢ 160 
014686-A_..| Feb. 1,1956 | Feb. 1,1959]| 1,92 010626-D_._| Jan. 30,1956 | Jan. 30,195 160 
011317 | Jan. , 1956 | Jan. 31,1959 | 40 || 010667-B. Jan. 30,1956 | Jan. 30, 195¢ 160 
014804 | Feb. 1,1956 | Feb. 1, 1959 40 || O10670_.....| Jan, 31,1956 | Jan. 31, 195 320 
O1O018 | Jan. 30,1956 | Jan. 30,1959 | 1,2 010628... _. . 30,195 Jan. 30, 195 160 
010015 | Jan. 27,1956 | Jan. 27,1959 ,2 010668 __ - | 31,1956 | Jan. 31, 1956 160 
09938 | Feb.  e 1956 | Feb. 1, 1959 40 || 016914 - 1,1956 | Feb. 1, 1955 160 
O99 Feb. 1,1956 | Feb. 1, 1959 | | 
09937 Feb. 1,1956 | Feb. 1, 1959 320 || Total_..--} ; oi.d5h .-| 27, 600 








Mr. HAnnetr. I would like to ge back to your successive, renewed, 
or whatever you call the options for just a moment. 

When the first person who has given you an option refuses to 
give you a second option, do you go to that person and say, “We want 
you to put this into the hands of a broker,” or a nominee for your 
company and take your second option roa eonebaey else? 

Mr. Metsrer. If the first optionor refuses to give us a new one! 

Mr. Hannetr. A second option. 

Mr. Metstrer. Then we do what? 

Mr. Hannerr. Then you exercise your first option prior to its 
expiration and put it in the name of somebody else who is reliable 
and who you know will give you a second option. Do you do that? 

Mr. Meister. I don’t believe we do that. If we can’t get him to 
give us a new option, we will likely exercise our option and have him 
assign it to us. If you will notice, we are very far from being close 
to the wire here, the 46,080. We have very good freedom of motion, 
freedom of movement here, in picking these up. 
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Mr. Hannerr. That has not been true in all instances. When the 
limitation was 15,360 acres, have you always been way down beloy 
on acreage so that you could take any acreage that you wanted at any 
time and in the event a man wouldn’t give you asecond option! — 

Mr. Metster. In a reasonable manner every place except New Mex. 
ico, and we rarely take options in New Mexico. We have never beer 
bothered with them because we have got up to 13,000 acres when the 
15,000 limit was on. 

Mr. Hannerr. And rarely took options in New Mexico? 

Mr. Meister. That is right. 

Mr. Hannetr. You actually bought the lease itself; is that right! 

Mr. Metsrer. That is right. 

Mr. Hannerr. And reported it as lease acreage! 

Mr. Meister. That is right. There is very little United States of 
America acreage to file on in Lea County. That has been the great 
point of activity. | 

Mr. Hannerr. In Lea County. You haven’t had much activity in 
the San Juan Basin? 

Mr. MetstTer. Very little. What we have there is primarily Indian 
land anyway. 

Mr. Hannett. Many times during the course of this hearing, Mr. 
Meister, we have had men say on the witness stand that the lease or 
lease applicant may make any disposition of the lease he desires 
subject to the option. Do you ever know of any of your brokers or 
any of these people that we have mentioned this morning making 
dispositions of their leases while you have an option on them ? 

Mr. Metster. No; I don’t recall any such situations where they have 
disposed of them. 

Mr. Hannert. What kind of a disposition can they make? 

Mr.. Meister. They probably could convey their lease to one of their 
relatives or somebody else and make it subject to the option. 

Mr. Hannerr. Nobody is going to pay them much for it, are they, 
if you have already paid for your option and lease and you don’t have 
to pay them anything more on the exercise ? 

Mr. Metsrer. They have that override if we exercise. 

Mr. Hannett. If there is an override written in, but where there is 
no override in some instances, you said there hasn’t been ? 

Mr. Metsrer. That is right. 

Mr. Hannett. So they don’t really have anything to convey if 
there is no override? 

Mr. Metsrer. I would say they haven’t much to convey ; that is right. 

Mr. Hannett. They cortiualy will get little or no consideration 
for it if they do it. 

Mr. Meister. That is correct. 

Mr. Hannerr. You have corrected this as I understand it so that 
there are several instances in which you have taken new options with 
no new consideration of any sort at all? 

Mr. Meister. That is right. 

Mr. Hannerr. Have you ever assigned, under your option privi- 
leges, the lease to a nominee for a reporting period and then picked it 
up at a later date? 

Mr. Metsrer. No, sir; we never have. 

Mr. Hannerr. You are certain of that? 

Mr. Mester. I am certain of that. 
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Mr. Hannerr. And you know that that has not happened in Cali- 
fornia or any places, as far as your company is concerned ¢ 

Mr. Meister. I won’t say California, but if you notice there, they 
have never been anywhere near the limits. I wouldn’t see why they 
would. This Utah stuff was just taken last fall or last winter. 

Mr. Hannerr. And you state that you never have gone out and 
bought a lease, put it in a nominee’s name, and then taken an option 
from the nominee. 

Mr. Metsrer. I have no knowledge of ever doing that. 

Mr. Hannett. Instead of doing that, what you do is give a broker 
a bank account and he goes and gets the application for the lease or 
vets the lease and takes it in hisown name. Isthat right? Then you 
take the option from the broker or from whomever the broker has 
gotten to file, or from the person from whom he has bought the option, 
is that it? 

Mr. Metster. That is correct. 

Mr. Hannervr. You say that in all instances when you have taken 
an employee’s or an attorney’s name, you have called that chargeable 
acreage ¢ 

Mr. Metster. Yes, sir. 

Mr. Hannett. And you have not reported it as option acreage ? 

Mr. Meister. Yes; that is right. 

Mr. Hannetr. You report it as option acreage, not as chargeable 
lease acreage ? 

Mr. Meister. It must be option, sure. 

Mr. Hannetr. You would not report that as chargeable when you 
have an option on it? 

Mr. Meister. Now, this 320 that we just had in California, we carry 
that as lease acreage. I told you where this attorney bought 320 in 
Utah. 

Mr. Hannetr. Yes. 

Mr. MetsTer. We carry that as chargeable lease acreage. I have 
given you a report on that. Where these employees have taken— 
this Bernard you will find on a couple, carrying that—we reported 
those as options. We were trying to keep that on the q. t. 

Mr. Hannett. That will be all for you, Mr. Meister. 

We will call Standard Oil Company of Texas. 

Senator ANpEeRSON. Let us have your name for the record. 

Mr. Proctor. C. W. Proctor. 

Mr. Mowry. C. C. Mowry. 

Senator ANDERSON. Do you solemnly swear that the testimony that 
you and each of you shall give before this subcommittee of the Senate 
Committee on Interior and Insular Affairs will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Procror. I do. 

Mr. Mowry. I do. 


TESTIMONY OF C. W. PROCTOR, LAND AND LEGAL DEPARTMENT, 
STANDARD OIL COMPANY OF TEXAS, HOUSTON, TEX.; AND C. C. 
MOWRY, STANDARD OIL COMPANY OF TEXAS 


Mr. Hannett. Mr. Proctor, I hand you a document which you have 
heretofore submitted to the committee staff, and ask you whether or 
not you are authorized by Standard Oil Company of Texas to deliver 
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that to the committee staff and are further authorized to verify the 
statements therein contained as true and correct to the best of your 
knowledge and belief? 

Mr. Procror. That is true. 

Mr. Hannetr. I would like to have that incorporated into the 
record. 

Senator Anprerson. The statement will be incorporated into the 
record at this point. 

(The statement referred to follows:) 


My name is C. W. Proctor. I am employed in the land and legal department 
of Standard Oil Company of Texas at Houston, Tex. 

Standard operates only in Texas, New Mexico, and Oklahoma and has public 
domain holdings only in New Mexico. The following is a list of our acreage 
in this State: 

Chargeable acreage: 
Leases: 28,600 acres 
Options: 26,955.56 acres 
Nonchargeable: 15,248 acres. 

Virtually all of the public domain leases held by Standard were acquired by 
direct assignment from the respective lessees, although a few were acquired by 
direct application in the company’s name in compliance with all existing laws 
and regulations governing such acquisition. 

Standard does not apply for or secure leases, options or operating agreements 
in the name of or through its employees, retired employees, or relatives of 
employees. 

In some few instances, usually when the company desires to avoid attracting 
the attention of its competitors to an area, public domain leases are acquired 
through outside attorneys from whom options are taken on the basis of reim- 
bursement of cost, plus a nominal consideration and a 1 percent reserved over- 
riding royalty. In such instances, and particularly since the 1952 decision, the 
company could take such leases in its own name without exceeding its lease 
acreage allowable. 

The company does not use the services of brokers or so-called friendly invitees 
in procuring the issuance of leases on public-domain land (except to the extent 
mentioned above in the case of attorneys), but has and does acquire its leases 
and options by arms-length bargaining with persons holding Government leases 
or applications for leases. We do sometimes use brokers for the purpose of 
contacting and negotiating with these lessees. The consideration paid for such 
leases or options is negotiated and varies dependent on the amount of activity 
and current prices in the area. 

When such action appeared warranted by reason of continuing interest in the 
area, the company has taken successive options from the same lessee. In such 
instances, negotiations for successive options are sometimes begun before the 
expiration of the option period in order that the company may be in a position 
to exercise its option if a new agreement cannot be reached at a fair price. 
The price paid in such cases is entirely a matter of negotiation. In all cases in 
which an arrangement is made for a new option before the expiration of the 
old option, the company is in a position to exercise the expiring option without 
exceeding the lease acreage limitations. 

Mr. Hannerr. Has Standard Oil Company of Texas engaged in 
leasing and getting options on Federal lease acreage throughout the 
United States, or does it have a limited area ? 

Mr. Procror. We are restricted to three States—Texas, New Mexico, 
and Oklahoma. 

Mr. Hannerr. Are you a wholly owned subsidiary of some other 
company ¢ 

Mr. Procror. Yes, sir. 

Mr. Hannert. And what company is that? 

Mr. Procror. Standard Oil Company of California. 

Mr. Hannetr. Are there other wholly owned subsidiaries of Stand- 
ard Oil Company of California? 
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Mr. Procror. Yes, sir; numerous. 

Mr. Hannerr. Are the *y all engaged in Federal oil and gas leasing? 

Mr. Procror. No, sir. I believe only two of the subsidiaries would 
qualify, the California company, operating generally the Rocky 
Mountain area and east, and what we call the. western divi ision, whic h 
operates in the west coast States. aes 

Mr. Hannerr. Is the western division a division of Standard of 
California, or is it a subsidiary of California ‘ 

Mr. Procror. Well, as the company was set up until quite recently, 
the Standard Oil Company of California operated as the Standard 

)i] Company of California in the Western States, and it continues 

to do so, but it is now a subsidiary of what we call the corporation, 
‘ust as the Standard of Texas and the California company are. In 
effect, we have three operating companies in the United States now. 

Senator ANpERsoN. Of what cor poration ¢ 

Mr. Procror. Well, it is purely a corporate setup to effect a division 
between the three sections of the United States, in effect, the Standard 
Oil Company of California, the Standard Oil Company of Texas, and 
the California company are sister corporations wholly owned by the 
corporate setup, which was recently entered into. 

Mr. Hannetr. So far as you know, does each of these subsidiaries 
report separately their acreage, or is it a composite report which is 
submitted by Standard Oil of C falifornia? 

Mr. Procror. Each company submits a separate report. 

Mr. Hannerr. Do copies of those reports go to Standard of Cali- 
fornia ¢ 

Mr. Procror. I don’t believe that we send a copy of our report to 
Standard of California. 

Mr. Hannerr. So far as you know, does Standard of California 
submit a report for its own holdings, as well as that of its subsidiaries? 

Mr. Procror. I believe not. I might point out that it is of no great 
consequence, since we are oper: ating in separately defined territories, 
and if we report by States, there would be no possibility of overlap- 
ping. 

Mr. Hannerr. What is your defined territory ? 

Mr. Procror. Texas, Oklahoma, and New Mexico. 

Mr. Hannettr. There is no overlap between any subsidiary of Stand- 
ard of California ? 

Mr. Procror. That is right. Our territories are all based on State 
lines. 

Mr. Hannerr. You have little or no acreage, Federal acreage, in 
Texas? 

Mr. Procror. True. It would be acquired if there were any there. 

Mr. Hannetr. You have little or no Federal acreage in Oklahoma? 

Mr. Procror. Very little. 

Mr. Hannerr. So that primarily your public domain holdings are 
in New Mexico; is that right? 

Mr. Procror. Yes. 

Mr. Hannetr. You do take successive, renewed new options, call 
them what you may; is that correct? 

Mr. Procror. I believe we do take those options. 

Mr. Hannerr. Do you exercise options when you have difficulty 
with your first optionor and put them in nominees for the company ? 

Mr. Procror. We do not do that. 
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Mr. Hannetr. That has never been done by your company ? 

Mr. Procror. Not to my knowledge. 

Mr. Hannetr. Your name is Mowry ? 

Mr. Mowry. Mowry. 

Mr. Hannetr. What is your position ? 

Mr. Mowry. I am a landman in Midland, and we handle New 
Mexico. 

Mr. Hannerr. Do you know of your own knowledge that it has 
never occurred where you have asked that the original leaseholder, 
your first optionor, assign his lease to a nominee for the company’ 

Mr. Mowry. I know that we never have done that; yes, sir. 

Mr. Hannetr. Did you ever use employees to file on acreage ? 

Mr. Mowry. No; we have not. 

Mr. Hannetr. Do you use brokers ? 

Mr. Mowry. Yes, sir; we have had brokers acquire options for us, 

Mr. Hannerr. Leases at all times when you get these brokers to get 
options for you, are the leases al] issued before } you get the option / 

Mr. Mowry. Not necessarily. They could be applications. 

Mr. Hannerr. And the broker then would file the application / 

Mr. Mowry. No, sir. As a rule, we operate in areas where at least 
applications had been made. 

Mr. Hannetr. Prior to your becoming interested in the area ? 

Mr. Mowry. Yes, sir. 

Mr. Hannetrr. Then you are certain that that has occurred on all 
occasions ¢ 

Mr. Mowry. Where we use brokers, yes, sir. 

Mr. Hannert. You say where you use brokers. Are there other 
instances where you haven’t used brokers and you get somebody to go 
and file for you? 

Mr. Mowry. Yes, sir; we have. 

Mr. Hannett. Do you put up the money for the filing ? 

Mr. Mowry. We pay them a consideration for doing this work; I 
mean for filing; yes, sir. 

Mr. Hannert. What type of consideration? How does this con- 
sideration come? Does it come in the manner of giving them the ap- 
plication fees, the filing fees, the rental fees, advance rental fees ? 

Mr. Mowry. An override. 

Mr. Hannetr. And an override. What—a small override? 

Mr. Procror. Usually 1 percent. 

Mr. Hannett. There are instances where there is no percentage; 
is that it? 

Mr. Procror. I don’t recall any that we did not give an override 
under those circumstances. 

Mr. Hannerr. You have never used retired employees, either of 
your company or Standard of California? 

Mr. Procror. No, sir. We have used outside attorneys on occasion. 

Mr. Hannetr. Outside attorneys. How do you use the outside 
attorneys ? 

Mr. Procror. Well, our practice is quite similar to that which has 
been described by other companies. We have outside attorneys make 
the filing and we take an option from them with the consideration 
being the payment of the costs plus an overriding royalty, and prob- 
ably some nominal consideration, $10, $50, something of that sort. 
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Mr. Repwine. May I ask a question at this point? Who is J. C. 
Hutchison IIT? 

Mr. Procror. He is an attorney in Houston. 

Mr. Repwrnet. That you use for filing for leases and then taking an 
option from him ¢ 

Mr. Procror. Yes, I am pretty certain we have used him. 

Mr. Repwitne. Who is Peter Q. Nyce? 

Mr. Procror. He was an attorney in Washington, D. C. He re- 
cently died. 

Mr. Repwirne. And you used him the same way ? 

Mr. Procror. Very possibly. I am not familiar with him. 

Senator ANDERSON. That would have to be on acquired lands, be- 
cause he made the filings in Washington ? 

Mr. Mowry. I think it was on Texas land. 

Mr. Repwine. It shows on Texas land, Mr. Chairman, those filings 
[ referred to there. All of them go in the name of Hutchinson and 
Nyce; both of them carry BLM ser ial numbers, which means that they 
were filed in Ws ashington, in both instances. 

Senator Anerson. That was a practice that Mr. Nyce specialized 
in, was it not ? 

Mr. Procror. I am not in a position to say. Of course, he did it 
it for us, but he had many clients. 

Senator ANpERsoN. Qh, yes. 

Mr. Repwine. I would like to ask another question at this point, 
if | may, Mr. Hannett. I noticed in your formal statement, the third 
paragraph, this language: 

In such instances, and particularly since the 1952 decision, une company would 
take such leases in its own name without exceeding its lease acreage allowable. 

Just what do you refer to there, the 1952 decision ? 

Mr. Procror. That is the DiRocco, I believe it is called. 

Mr. Repwine. The DiRocco decision. In other words, your com- 
pany recognized the validity of the DiRocco decision ? 

Mr. Procror. I wouldn’t say that we recognize the validity of it, 
but at least it put some doubt on the situation. 

Mr. Repwinre. And you patterned your behavior so that it would 
come within the outlines of the DiRocco decision ? 

Mr. Procror. We have tried to. Of course, no one knows exactly 
what the law means, apparently, and we have certainly tried to stay 
within it. 

Mr. Repwine. You are an attorney, I believe. 

Mr. Procror. Yes, sir 

Mr. Repwine. Is it your opinion that the DiRocco decision still re- 
flects the position of the Department of the Interior? 

Mr. Procror. So far as I know. 

Mr. Repwine. ‘Thank you. 

Mr. Hannett. That is all. 

Mr. Procror. May we be excused, sir? 

Senator Anperson. Yes. You want to get back to Midland? Go 
ahead, 

Would you like to take a 5-minute recess? I think we will be in 
recess for about 5 minutes, 

(A short recess was taken.) 

Mr. Hannerr. Southern Union, please. 
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Senator Anprerson. Have you been sworn yet ! 

Mr. Hvueues. No, sir. 

Senator Anperson. Mr. Hughes, do you solemnly swear that the 
testimony you shall give before . this subcommittee of the Senate Com. 
mittee on Interior and Insular Affairs shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Huceues. I do. 


FURTHER TESTIMONY OF SCOTT HUGHES, VICE PRESIDENT, 
SOUTHERN UNION GAS CO. 


Mr. Hannerr. Mr. Hughes, your area of operations on the public 
domain is somewhat limited ? 

Mr. Hueues. Yes, sir. 

Mr. Hannetr. To a few States? 

Mr. Huaues. Yes, sir. 

Mr. Hannetrr. What States are they ? 

Mr. Hueues. Our area of operations on the public domain is lim- 
ited to the States of New Mexico, Colorado, and Utah, adjacent to 
the Four Corners area where we have a gas system. 

Mr. Hannerr. You are with Southern Union Gas Co.; is that cor- 
rect ? 

Mr. Hueues. That is correct, sir. 

Mr. Hannerr. You have been serving the city of Albuquerque and 
other areas in New Mexico with natural gas for some period of time?! 

Mr. Hueues. Yes, sir. We brought the first natural gas to the city 
of Albuquerque and the area around here in the fall of 1930. 

Mr. Hannerr. And have been operating in this area since that 
time; is that right? 

Mr. Hueues, That is correct, sir. 

Mr. Hannerr. Your source of gas is derived from the San Juan 
Basin area; is that correct? 

Mr. Hueues. Yes, sir. 

Mr. Hannerr. You have been filing option reports, have you, since 
the enactment of the act of 1946? 

Mr. Hucuers. On occasions. We have not had many options. 

Mr. Hannerr. You say “on occasions.” Have you done it each 
reporting per iod as required by law, or have you had periods when 
you held no options? 

Mr. Hvucues. We have reported at the time we held options at ap- 
proximately the reporting date, as I understand it. 

Mr. Hannerr. Within the 90-day period ? 

Mr. Hucues. Yes, sir. We have not filed negative reports when 
we held none. 

Senator AnpeRson. You aren’t required to, are you? 

Mr. Hucues. I don’t understand that we are, sir. 

Mr. Repwinr. Mr. Chairman, I would like to ask a question. 

Senator Anperson. All right. 

Mr. Repwine. Do you hold any options at the present time? 

Mr. Hvucues. Yes, sir. 

Mr. Repwine. Have you made a filing during the year of 1956? 

Mr. Hveues. I do not believe we had a filing at June, Counsel. 

Mr. Repwine. Did you hold any options in June? 

Mr. Hucues. Not to my knowledge. 
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Mr. REDWINE. At the filing date prior to the June filing date, did 
you hold any 4 

\r. Hueues. I believe we did, sir. 

Mr. Repwine. You so reported that you did. What happened to 
hose option between December 31, 1955, and June 1956 ¢ 

Mr. Hugues. Might L have the option name’ It has been con 

rted into a direct leaseholding, I am sure. 

Mr. Repwrne. It shows several options, as a matter of fact, Mr. 
Hughes. It shows Paul 8. Albright and wife Laura S. Albright, op 
Honor. It shows another one Paul S. Albright and wife Laura S. Al 
right. That is in the State of New Mexico. 

Si nator AnpEeRrsON. Did you convert that into a lease, do you hap- 
nen to know ¢ 

Mr. Hueues. I am sure that they have been converted to a lease 
ind owned directly by the company and are no longer in the option 
status. 

Mr. Repwrne. But you own some options at the present time that 
will be covered in the next reporting period / 

Mr. Hueues. That is correct, sir; one, I believe. 

Mr. Repwine. Mr. Chairman, it is rather apparent from the reports 
filed by this company, Southern Union Gas Co., over the period of 
years, that they have held very, very few options. The record so 
shows. 

Senator ANpersON. It is my impression from looking at it that they 
didn’t count much on the option business. 

Mr. Hannetr. You did make filings in employees’ names, is that 
right, Mr. Hughes? 

Mr. Hugues. Yes, sir. The company has made numerous filings 
in the name of employees. 

Mr. Hannetr. Any consideration passing? 

Mr. Hueues. No, sir. Those were considered from our viewpoint 
as company filings. 

Senator Anperson. They didn’t put you over the limitations as to 
acreage you could hold ? 

Mr. Hueues. Not to my knowledge, sir. 

Mr. Hannetr. Have you used attorneys, also, for filing? 

Mr. Hvueuers. Company attorneys, yes, sir, who are full-time employ- 
ees of the company. 

Mr. Hannerr. In the instance when you used employees or attor- 
neys, did you in both instances consider those as chargeable acreage 
to the company ? 

Mr. Hueues. Absolutely. 

Mr. Hannerr. Within your smaller limitation; not within the op- 
tion limitation ? 

Mr. Huenes. That is correct. 

Senator AnpErsoN. You started out bringing your gas down from 
the Barker Dome area, didn’t you? 

Mr. Hueues. Mr. Chairman, the first gas that came into the Albu- 
querque area here came from six little gas wells in what was called 
the Coots Canyon field. I think four of them are still producing, 26 
years later. 2 

Mr, Hannerr. I think that is all. 
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Senator ANperson. Thank you very much. I am sorry to have 
you come all the way here. We wanted to make sure that the state. 
ment was verified by somebody from the company that it was true, 

Mr. Hueues. Thank you very much. 

Senator ANDERSON. I received a wire from Max Barash, represent. 
ing Olen F. Featherstone and others, reading as follows: 

Re hearings on Olen F. Featherstone, et al., on Friday past, I intended ty 
request that Featherstone brief in support of appeal to Director, Burau of Land 
Management, be made part of record in view of introduction in record by Mr, 
Redwine of Cheyenne land office decisions, see page 858 of transcript. 

This will constitute such formal request. You will recall Featherstone testi. 
mony that Cheyenne decisions were ex parte unilateral decisions with no prior 
opportunity given to show acreage holdings. Those decisions contain so many 
erroneous and unwarranted statements, innuendoes and conclusions that Feather. 
stone, et al. brief on appeal should in all fairness be made part of the record 
to protect their reputation and standing in the oil industry until appeal is de- 
cided by the Department of the Interior on the merits. Please wire collect dis- 
position of this request. Many thanks for all courtesies extended to us at 
hearing. 

Mr. Repwrye. Mr. Chairman, I submit in answer to that telegram 
that there is no reason why the brief should be included in the record, 
despite what Mr. Barash said. There is a decision of the land office, 
and until it is upset, it stands. It is on appeal. Whatever the chair- 
man wishes, of course. 

Senator Anperson. I was about to say something a little different, 
I was about to say that I saw him thumbing through what looked to me 
a pretty substantial volume of things that I did not think related to 
this hearing at all. 

If we have it in the record, I would examine it and make a decision 
as to whether it be included. If we donot have it in the record, I would 
appreciate Mr. Redwine getting it for me and letting me have a chance 
to look at it. Offhand, I am not inclined to put it in the record. 

I regret to do that because I want everybody to think that he has 
had a fair hearing, but Mr. Barash read page after page after page 
after page which, I thought, I rather tolerantly permitted him to read 
when I think, it was not particularly appropriate to the record. 

I do, however, reserve the right to take another look at it and if I 
think it is germane to this hearing and contributes anything to it, I 
will include it. I will, however, include his telegram in the record. 

(Subsequently Chairman Anderson ruled that the brief was not 
pertinent to these hearings and agreed with Mr. Redwine that it 
should not appear in the record.) 

Mr. Hannetrt. Shell Oil Co., please. 

Senator Anprrson. Have you been previously sworn ? 

Mr. Trort. Yes, sir. 

Mr. Hannerr. Your name is Robert L. Trott? 


FURTHER TESTIMONY OF ROBERT L. TROTT, ASSISTANT TO VICE 
PRESIDENT, TULSA AREA, SHELL OIL CO. 


Mr. Trorr. Yes, sir. 

Mr. Hannerr. Mr. Trott, you are assistant to the vice president of 
the Tulsa area of the Shell Oil Co.; is that correct ? 

Mr. Trorr. That is right. 

Mr. Hannerr. You have spoken of various area offices that you 
have. You have six different areas? 
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Mr. Trorr. In the United States; that is correct. 

Mr. Hannert. Does each area office submit separately, or do you 
have a main office where you collect the data and submit one report 
for your company ? 

Mr. Trorr. The 6 area offices vier their own portions of the 
report and they are sent to the head office in New York, and there they 
are consolidated and 1 report for the company is filed with the 

Sureau of Land Management. 

Mr. Hannetr. Does Shell have any subsidiary corporations which 
are also engaged in the filings? 

Mr. Trort. No, sir. 

Mr. Hannett. Shell, itself, then, is the only one that does the filing ¢ 

Mr. Trorr. That is correct. 

Mr. Hannettr. They have no stock ownership in other companies? 

Mr. Trorr. No, not that deal in public lands; that is correct. 

Mr. Hannerr. You stated in your statement to the committee here- 
tofore placed in the record that your practice is comparable to that 
of Stanolind Oil & Gas Co. in using reliable personnel in making 
filings; is that correct ? 

Mr. Trorr. Yes, sir; that is correct. 

Mr. Hannerr. Do you use employees ? 

Mr. Trorr. As pointed out in the statement, we have used employees 
in the New Orleans area, in Louisiana, and Mississippi, on I believe 
two occasions. 

Let me put it this way: We had plenty of room in our lease quota 
for that acreage and although we took options from the employees 
and have reported them as options, there is room in the lease quota 
for the acreage. 

Senator AnNperson. In other words, if the Interior Department had 
ruled that leases taken by employees in this manner were directly 
chargeable to you, it would not have thrown you over the maximum 
limit that you might have had ? 

Mr. Trott. No, sir, it would not. There have been 1 or 2 other 
instances, I think, out West where we have used employees purely as 
a matter of convenience. In other words, if here is a tract of land 
that is open, Shell Co. could file for a lease on it, but it takes 2 or 3 
days to get an officer of the company to make the application. 

The man is right there on the ground, so we had him file on it and 
then he assigned the lease to us. We did not take an option. 

Mr. Mannett. Then as I understand your practice in the use of 
such personnel as you have described so far, you have taken an imme- 
diate assignment from those persons, or it was within your acreage 
limitations and regardless of how it was chargeable, you would not 
have been overacreaged ; is that correct ? 

Mr. Trorr. That is right. 

Mr. Hannerr. Have you used reliable personnel for the purpose 
of taking options ? 

Mr. Trorr. Yes, we have. 

Mr. Hannerr. Have you put up the money in the bank account for 
a broker to go out and acquire leases or options for you? 

Mr. Trorr. I think perhaps we have in some cases. Normally, 
we use brokers who finance their own filings, but I think that there 
have been cases where we have put up the money. 


87402—57 25 
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Mr. Hannerr. Do you also exercise your option on occasions and 
put it in the name of nominees ? 

Mr. Trorr. Not to my knowledge; no, sir. 

Mr. Hannerr. And take options from the nominees? 

Mr. Trorr. No, sir. 

Mr. Hannerr. You know of no occasion on which that has occurred? 

Mr. Trorr. No. 

Mr. Hannerr. What compensation do you use to these invitees or 
give them for their filings / : 

Mr. Trorr. Well, it varies with the deal, and it varies even perhaps 
with our area offices. In New Mexico, for example, we will probably 
pay the broker enough to return to him his cost, plus an amount equiva- 
lent to a commission, 25 cents or 50 cents an acre, and in another areg 
the practice may be a little different, and we might pay him enough to 
reimburse his out-of-pocket cost, plus a flat sum of, say, $100 for the 
option, with the provision that should we exercise the option, we will 
pay him an additional sum of 10 cents an acre, and an overriding 
royalty, a small override. 

Mr. Hannetr. What would that be, a half of 1 percent or 1 percent! 

Mr. Trorr. A half of 1 percent; yes, sir. 

Mr. Hannetr. You set up separately your reports on public domain 
and acquired acreage; isn’t that correct ? 

Mr. Trorr. Yes, sir. 

Mr. Hannetr. And file those separately, do you, also with the Land 
Department ? 

Mr. Trorr. Yes. They are filed at the same time, but filed as 
separate reports. 

Mr. Hannetr. You take the position that Stanolind does with re- 
gard to this nonrenewable option; is that correct ? 

Mr. Trorr. If I understand the position they take, I think we do. 
We say the nonrenewable option means what it says. We do think it 
permissible to take a new option, a new eonsideration, a new deal. 

Senator Anverson. I didn’t get that last. A new consideration? 

Mr. Trorr. Yes. If the first option expires, and we take a new one, 
we consider that a new deal. 

Senator Anprerson. You said a new consideration. Supposing there 
was no new consideration. Supposing you merely advance the date 
and no additional money was paid ? 

Mr. Trorr. We don’t operate that way. 

Senator Anperson. That is what I wanted to find out. 

Mr. Hannerr. You don’t have the problems that some of the com- 
panies have, having people who won’t give you new options and, 
therefore, you have to throw it into somebody who will? 

Mr. Trorr. I am quite sure that we have never done that, sir. If 
woe had an option and came to that point, I think that we would 
exercise the option and take it under our lease quota. 

Mr. Hannerr. You know of no instances where it happened ? 

Mr. Trorr. I know of no instances where we put it in a nominee's 
name. 

Mr. Hannerr. Asa practical matter, during the period of time when 
they were 2-year options for geological and geophysical purposes, and 
your acreage was up near 100,000 acres in any one State—you have 
operated in numerous States—you can’t do geological and geophysical 
work on all the acreage that you have during a 2-year period, can you! 
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Mr. Trorr. That question was asked me the other day at this hear- 
ing, and if you would like me to repeat my answer, I think I said then 
that “Yes, you can perform geophysical work and do a good job within 
9 years if you have enough funds available, if you have enough crews 
available, and if that is your main job to be done.” 

I would like to point out, of course, that as you say, we operate in 
many States and I believe there are 10 public-land States. If you 
have a 200,000-acre maximum in each State, that makes 2 million acres, 
and it would be very difficult, I would say, to properly do 2 million 
acres within 2 years’ time. 

Mr. Repwine. May I interrupt at this time? 

Mr. Chairman, may the record at this point show that Shell—this 
is the report of February 27, 1956—reported on acquired land as fol- 
lows, and I am not going to give the tenths of acres: 

Alabama, 2525 acres; Colorado, 26,932 acres; Illinois, 2,376 acres; 
Louisiana, 1,743 acres; Mississippi, 96,372 acres; Montana, 15,863 
acres; Nebraska, 24,558 acres; Nevada, 160 acres; North Dakota, 14,958 
acres; South Dakota, 15,644 acres; Texas, 795 acres; Utah, 640 acres; 
and Wyoming, 520 acres. 

Carrying out the tenths of acres that they show, that gives a grand 
total on acquired lands of 239,117.467 acres. 

Senator ANperson. Are those leases or options? 

Mr. Repwtne. That.is their options. On options on public domain 
other than acquired lands, on the same date, Shell reported in Alaska, 
196,942 acres; California, 4,922 acres; Colorado, 81,386 acres; Louisi- 
ana, 3,794 acres; Mississippi, 200 acres; Montana, 157,815 acres; Ne- 
braska, 240 acres; Nevada, 176,182 acres; New Mexico, 35,948 acres; 
North Dakota, 3,059 acres; South Dakota, 81,665 acres; Utah, 157,270 
ucres; and Wyoming, 131,900 acres, for a total of 1,031,332.17 acres, or 
a total approximately of 114 million acres. 

The reason I thought that should appear in the record at this time 
is in respect to the possibility of doing geophysical work on that 
number of acres and how much equipment it would take and how many 
men it would take to do it. 

Senator Anperson. It would depend a little bit on how they did it. 
I was with the Anaconda Copper people a short time ago. They 
would first go over the area flying at one elevation and another day at 
a little lower elevation, and they finally went over it with a very 
sensitive little gadget just barely on top of the ground, so it depends 
a little bit on how you do it, of course. 

If you depend on a few aerial photographs, you would have some 
idea of it the first time over. 

Mr. Repwrne. I don’t know how in the world it would work that 
way in Alaska. I am sure the Senator has been in Alaska, as I have. 
I would hate to do any geophysical work from an airplane flying low 
in Alaska, where they are holding some 200,000 acres of land under 
option. 

Senator Anperson. I won’t comment on flying in Alaska because 
Senator Clements and I were taken on an inspection trip in Alaska, 
the like of which nobody had ever been on. It nearly changed the 
complexion of the United States Senate that day. 

Mr. Repwinr. May I ask at this time, Mr. Trott, who C. A. Fleet- 
wood is? 

Mr. Trorr. He is a broker, I am quite sure. 
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Mr. Repwine. Whois C. J. Haller? 

Mr. Trorr. I am sorry; I don’t know him. 

Mr. Repwine. And Alvina Haller? I notice their names appear 
once in a while in several States in which you hold options. Wha; 
about Thomas J. Meunier ? 

Mr. Trorr. I believe that he is a broker in Louisiana, but I am not 
positive. 

Mr. Repwrne. He shows up on your reports as holding leases jy 
Nevada, South Dakota, Alaska, and here, there, and yonder. I was 
wondering if he wasn’t an employee of your company ? 

Mr. Trorr. He is not an employee, I am quite positive. 

Mr. Repwrne. P. V. Hitt? 

Mr. Trorr. P. V. Hitt is a lease broker from Houston. 

Mr. Repwine. Kenneth Baker? 

Mr. Trorr. He is lease broker, also. He lives in San Angelo, Tex, 
and operates most anywhere. 

Mr. Repwine. You use him in Mississippi, also, do you not? 

Mr. 'Trorr. Yes, we have used him in Mississippi. 

Mr. Hannetr. You have also used Neal F. Stull; is that correct ? 

Mr. Trorr. As far as I know, we haven’t. I could be mistaken. 

Mr. Repwine. What about Anthony P. Hebner and Anne Herta 
Hebner? Those two names appear quite often in your reports, both 
on Alaska acreage and in continental United States acreage. There 
is a bunch of continental United States brokers that operate in Alaska, 
also? 

Mr. Trorr. That is quite possible. I don’t know those gentlemen. 

Mr. Repwine. Has the DiRocco case ever been brought to your 
attention, or to any lawyers for your company ? 

Mr. Trorr. I am sure it has to the lawyers for the company. I au 
not personally familiar with it. 

Mr. Hanner. Are the Darlings lease brokers ? 

Mr. Trorr. I don’t believe I know the Darlings. 

Mr. Hannerr. Have you ever used Washington attorneys at all 
for filing on acreage? 

Mr. Trotr. No, sir; not to my knowledge. 

Mr. Hannert. I refer to the State of Montana, your option repor' 
as of December 31, 1952, No. 49, Neal F. Stull, No. 1, BLM A-—027366: 
date of option, February 15, 1952. Do you know of an F. C. Stull, 
also ¢ 

Mr. Trorr. No, sir; I certainly don’t. 

Mr. Hannerr. That is in the State of Montana. Have you renewe( 
options prior to the expiration of the previous option ? 

Mr. Trort. It is not our policy to do so. I don’t think that we eve! 
have. . 

Mr. Hannerr. You made some suggestions, Mr. Trott, in regard 
to the mineral leasing provisions. 

Mr. Trorr. Yes, sir. Pe 

Mr. Hannerr. And you say that the fault in the legislation 1s 
with the acreage limitations imposed by law. I believe that is about 
two pages from the last page of your statement heretofore entered 
in the record. You said this: 

The option system has sanctioned land acquisition practices which Congress 
feels should now be reexamined. The fault, if any, would seem to lie in the 
acreage limitations imposed by the law itself and the fact that the option system 
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under the present law can only operate on leases taken by someone other than 
the optionee. 

Do you claim that is a difficulty ? 

Mr. Trorr. As a practical matter, yes, I think it is. It gets into 
the sort of thing that this whole hearing has been about. The com- 
panies get lease brokers and others to go file for leases and then they 
take options from those people. 

Why wouldn’t it be easier to go directly to the Federal Government 
and get your option ¢ 

Mr. Hannetr. In other words, what the companies have been using 
are devices to secure these options either by means of various em- 
ployees, reliable brokers, or invitees. They couldn’t take it within 
their lease acreage so they use this manner of acquirement; is that 

joht ¢ 

Mr. Trorr. That is your language, Mr. Hannett. It isn’t mine. I 
say that the law provides for the taking of options and the companies 
have taken options. I think it would be simpler to go direct to the 
government to get an option. 

- Mr. Hannerr. Does it provide anywhere in the statute for the 
companies to take a lease and then take an option by use of a 
subterfuge ? 

Mr. Trorr. No, sir; it sure doesn’t. 

Mr. Hannert. In effect, that is what they have been doing, isn’t it? 

Mr. Trorr. The law provides for the taking of options and there 
has been no subterfuge to it as far as I know. 

Mr. Hannert. Throughout this hearing that we have had, we have 
see various manners of acquisition, and the subterfuge really is in 
the manner of the acquisition of the leases and the options; isn’t that 
correct ? 

Mr. Trorr. No, sir; I don’t agree that there is any subterfuge to it. 
[ think that a company is perfectly within its right to have a broker 
or an invitee to file for a lease and then take an option from him. 

[ don’t understand otherwise how you could hope to ever get a 
quota of 200,000 acres in some of the States. 

Mr. Hannerr. When a company gives the broker the money to 
acquire a lease, whether it is in the broker’s name or it is in somebody 
else’s name, they give him the money to do it and they take the lease 
in the broker’s name or some nominee of the company’s name, the 
company employee’s name. 

They have actually got the entire investment in the lease up to 
that point. You state that that is perfectly all right; it is not a device 
to get around the law if they take an option on that acreage, even if 
only their money is invested in it; is that correct ? 

Mr. Trorr. That is my understanding of the law; yes, sir. You 
understand that there is some difference between a lease and an option. 
Under an option, no development rights go with it. The company 
could not go out and drill a well on that land as long as it held an 
option. It must first convert it to a lease, and the minute it does 
that, it becomes chargeable lease acreage. 

Mr. Repwine. What is the authority for your statement that it must 
be reduced to a lease before a well can be drilled on it ? 

Mr. Trorr. Well, of course, someone can drill on it, but I don’t 
eee “wt an optionee could drill a well on it, because he doesn’t own 
the lease, 
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Mr. Repwine. There is nothing to prevent it, legally, however, js 
there ¢ 

Mr. Trorr. Not if the optionor doesn’t want him on there. All he 
has to do is kick him off. 

Mr. Repwine. We have had options filed here with us that specif. 

cally provide for the drilling of a well if it was so desired. 

Mr. Trorr. Well, I don’t know, of course, what the terms of all the 
option agreements provide, but in the normal type of option as I see 
it, it is an option whereby I can buy your lease within a given tim: 
for a given consideration. It is like I have an option to buy your 
house, but until I buy your house, I can’t move into it. 

Mr. Repwrne. However, the statute itself does not say what that 
option shall contain, does it? 

Mr. Trorr. No; no, sir; as far as I know it doesn’t. 

Mr. Repwine. So any statement that you can’t is incorrect. | 
depends on what the terms of the individual option may be. 

Mr. Trorr. Yes; I guess that is correct. 

Senator Anperson. May I ask you about your practice with these 
successive options? You couldn't identify Mr. Fleetwood 2» while 
ago. 

Mr. Trorr. Mr. Fleetwood is a broker. 

Senator Anperson. I am sorry. Maybe you did. You took from 

Mr. Fleetwood some options that are listed on your option report of 
June 30, 19: 51, leases 018954, 018955, 018956, and so forth. 

On the third d: ay of February 1955 you again optioned that _ 
the second day of February 1958, so that you have that land under 
your option about 10 years. W hat change did you make in Mr. 
Fleetwood’s option after the original option was taken after the 
original option was taken when you successively renewed it ? 

Mr. Trorr. I am wondering whether or not it is apparent from 
the record, whether or not the lease had been issued in the mean- 
time ¢ 

Senator Anperson. I don’t think I can tell. 

Mr. Repwine. None of the companies that I have noticed, certainly 
not this company, in filing its reports with the Secretary of Interior 
on options, show whether or not the lease has ever been issued. That 
information is not given. 

Senator Anperson. I understand that is land in the State of Colo- 
rado. Would I understand that this lease application can just be 
held pending for several years and thereby effectively tie up the 
acreage during this period without the payment of rentals ? 

Mr. Trorr. As I understand the law or the regulations, the option 
can run for 2, or now, 3 years from the date the lease is issued. 

Senator Anperson. That is the regulation, maybe, of the land 
office. It is not a part of the law. The law says they shall be non- 
renewable for a period of 2 years, and the testimony, going into 
whatever legislative history there is, quite clearly indicates that. 

I was just pointing out that this is running now for 10 years. Can 
you tell me what change you made, if any, in the option when it 
reached its first expiration period and its second and its third expira- 
tion periods? 

Mr. Trorr. Could I see that, please ? 

Senator AnpERsoN. Yes. 
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Mr. Trotr. Maybe I can get something from that. 

Senator ANDERSON. It has asterisks down here. 

Mr. Trorr. Those asterisks indicate in the 1951 report that the 
lease had not been issued and I think it has been testified here before 
that in some cases, particularly on acquired lands—I am not sure 
whether this is acquired or public domain—particularly on acquired 
land, sometimes leases have been unissued for many years after they 
have been applied for. , . 

Mr. Repwrne. That is just the expiration date. That doesn’t have 
anything to do with whether the lease has ever been issued or not. 

Senator Anprrson. To go back to this statement, it says that the 
double asterisk means that the option expires 3 years from date of 
the lease. These were 1950 options. How long an option could you 
have under the law at that time? 2 

Mr. Trorr. According to the regulations, as I understand it, you 
could at that time have an option that could run for 2 years from the 
date the lease was issued. 

Senator ANDERSON. And these are options that ran for 3 years from 
the date of the lease; is that right ? 

Mr. Trorr. The 1951 report 

Senator ANDERSON. Two years. The law required these to be sub- 
mitted under oath. None of your reports have ever been submitted 
under oath, Is there any reason behind that? 

Oh, I see the transmittal letter here. This is all under oath. No; 
this one isn’t. They were not required under oath at that time. I 
thought they were all uniform. 

Mr. Hannetr. Here is one of December 1952 which I don’t find 
under oath. 

Senator ANDERSON. Maybe the “under oath” came in later. 

Mr. Hannetr. Some of them are. 

Mr. Trorr. I can say this: That there was no intention to submit 
anything contrary to the law or to the spirit of the law. I think 
that the regulations which were in force at the time this particular 
report was submitted said nothing about submitting the statement 
under oath. 

Mr. Repwine. Mr. Chairman, I submit that there was no recogni- 
tion until the enactment of the 1946 act of the option deal at all, no 
official recognition of the option deal at all. 

The statute very plainly spelled out in the act of 1946 that they 
should be submitted in a certain form and under oath, and the regu- 
lations so required. 

Senator Anperson. As a matter of fact, the Department quite 
clearly testified in the 1946 hearings that options were to be charged 
to the maximum acreage, so that there wasn’t any possibility of 
having it other than under oath when this law came into effect. I 
was interested, naturally, in the part of your 1951 report—I don’t 
know whether it is repeated in later years, as I haven’t had a chance 
to look yet—saying, “Water bottoms land near the coast of Louisiana,” 
where you took an option on July 10, 1947, on quite a few thousand 
acres. What sort of land is “water bottoms near the coast of 
Louisiana” ? 

_Mr. Trorr. That was land off the coast of Cameron Parish, I be- 
lieve. This, of course, was before the 1950 Submerged Lands Act, 
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and there was a while when attorneys had a difference of opinion 
to whether or not land that was submerged, whether it belonged ;, 
the Federal Government or to the State, and if it did belong to ti, 
Federal Government, whether it could be applied for under the Leas. 
ing Act. 

ona Anperson. Particularly along the coast of Louisiana whey 
there is all of that very strange formation. 

Mr. Trorr. Yes, sir. 

Senator Anperson. I have no more questions, Mr. Hannett, 

Mr. Hannert. Mr. Trott, isn’t it true that as a result of tying up 
tremendous option acreage, companies are able to finance a projec: 
in which they are—say, they have their chargeable lease acreage— 
able to finance the development of their chargeable lease acreage by 
reason of having a tremendous amount of option acreage? aaa 

Mr. Trorr. I sure can’t follow your reasoning. Can you give m 
an example of what you mean, sir? 

Mr. Hannetr. Isn’t it true that that is why companies tie up sub. 
stantial option acreage, so that they can finance development on their 
lease acreage ? 

Mr. Trorr. That may be true with some companies, I don’t think 
it is true with Shell. Let me give you an example where we have 
used options in other cases aside from the public domain. 

In 1934 and 1935 we had a campaign to go into south Louisiana 
and there were some large plantations there, large ownerships, owned 
by lumber companies, and sugar plantations, and so forth, and what 
we did there was, we went in and bought what. we called selection 
leases, or options, They gave us the privilege of conducting geo- 
logical and geophysical work for a stated period of time, and at the 
end of that time we had the right to select the acreage we wanted 
to retain, and upon doing that, we were required to pay an additional 
ennenseeetan and in some cases, but not all, we were required to drill 
a well, 

What I am saying is that this is not an unusual thing in the oil 
industry, this business of taking options. It has been done for years 
and years, and it gives the companies a chance to explore the land 
ne one out if they are willing to put additional money into it for 

rilling. 

Mr. Hannerr. Your example was on fee land; is that right? 

Mr. Trorr. Yes. 

Mr. Hannert. It wasn’t on Federal land? 

Mr. Trorr. That is right. 

Mr. Hannertr. Would you state that the acquisition of option acre- 
age was not done for the purpose of financing operations on fee lands 
or chargeable lease acreage ? 

Mr. Trorr. I would say it was not done as far as my company is 
concerned for that purpose. 

Mr. Hannetr. Have you ever heard of it being done by other com- 
panies ? 

Mr. Trorr. No, sir. 

Mr. Hannert. You feel that options should be issued directly by 
the Federal Government; is that correct ? 

Mr. Trorrt. I feel it would be a more direct approach. Certainly 
there are arguments on both sides. We all like to see the individual 
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cet in on some of these things, but in this case the optionee quite often, 
or the optionor, acts more as a middleman. 

Mr. Hannetr. What kind of option would you want? Do you want 
onrenewable options? Do you want options that you can renew or 
n option that you can take for 20 years, or what kind of an option? 

Mr. Trorr. Well, that is, I think, within the province of the Con- 
oress, Certainly some time limit, 2 years, 3 yoare, 4 years, 5 years. 

Mr. Hannetr. Nonrenewable or renewable? 

Mr. Trorr. Nonrenewable is all right. I see certainly no harm in 
the company coming back and applying for a new option. 

Mr. Hannert. You mean coming back to the Government to ac- 
quire a new option ? 

' Mr. Trorr. Yes; that is right. 

Mr. Hannetr. Based on good faith and geological and geophysical 
work having been done during the first 2-year period, say, or whatever 
period it is? 

Mr. Trorr. Yes. 

Mr. Hannert. And with the desire to do more; that is, on a show- 
ing that actually good faith has been engaged in by the particular 
company holding the option; is that it? 

Mr. Trorr. That is right. 

Mr. Hannetr. You also made a comment with regard to producing 
oil and gas leases, that they should not be chargeable to the lessee’s 
lease acreage quota. Do you have many instances of Shell having 
producing oil and gas leases which are chargeable to your quota? 

Mr, Trorr. We ‘don’t have many, I am sorry to say, but it seems 
to me that after a lessee has spent his money even to ‘the extent of 
agreeing to drill a well, that that land should then not be chargeable 
as lease 2 acreage. 

During the period of the ordinary lease, that lease can be held by 
t] ie simple payment of a more or less nominal rental each year, but 
when a company agrees to drill a well, it takes a good deal more than 
that to hold the lease. It has to put thousands of dollars into it, in- 
crease its investment by hundreds of thousands of dollars, and cer- 
tainly if it gets production it would seem to me that it should no 
longer be chargeable. 

Mr. Repwine. Mr. Trott, I am seeking enlightenment now on this. 
[ don’t know what the answer is. I hope you do. 

You indicated earlier, and we have had testimony by other wit- 

, that oftentimes the application for a lease is filed and several 
years elapse before that application is passed upon. 

An option has been taken on it in the meantime. Will you tell me 
what happens? When an application is made for a lease, the initial 
rent is paid at that time, is it not? 

Mr. Trorr. Yes, sir. 

Senator Anperson. Tendered lease. 

Mr. Repwine. It is tendered. That money is out of your hands. 
[t isin the hands of the land office, is it not? 

Mr. Trorr. Yes. 

Mr. Repwine. Then suppose it takes the land office 5 years to issue 
that leas ’ i 
that long—is that lease issued as of the date of the application, or 
the succeeding first of the month ? 
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Mr. Trorr. It is my understanding that it is issued currently, whey 
they get around to it, maybe 5 years from the date of the application, 

Mr. Repwrne. It bears the date of when they finally get around to jt. 

Thank you. 

Senator ANpreRrson. We will be in recess until 1: 30. 

We will have a representative from Gulf at 1:30, followed by , 
representative from Phillips. : 

(Whereupon, at 11:55 a. m., the subcommittee recessed, to recon. 
vene at 1:30 p. m. the same day.) 


AFTER RECESS 


(The special subcommittee reconvened at 1:40 p. m., Hon. Clinton 
P. Anderson (chairman) presiding.) 
ry = : 
Senator Anprerson. The committee will come to order. 


FURTHER TESTIMONY OF EARL S. GREAR, ZONE EXPLORATION 
MANAGER, ZONE 8, GULF OIL CORP., ROSWELL, N. MEX. 


Mr. Hannetr. We have here an affidavit from Henry D. Bedford, 
which has just been submitted to the staff today. 

Mr. Grear. Yes, sir. 

Mr. Hannetr. You would like to have that entered as part of the 
statement, or compensating your statement heretofore entered in the 
record, is that correct? 

Mr. Grear. That is correct, sir. 

Mr. Hannett. This is over the affidavit of Henry D. Bedford? 

Mr. Grear. Yes. 

Mr. Hannerr. You are the zone exploration manager for Gulf Oil 
Corp., is that correct ? 

Mr. Grear. Yes, sir. That is correct. 

Mr. Hannetr. How long have you been so engaged, Mr. Grear? 

Mr. Grear. About 21% years. 

Mr. Hannerr. What were you doing prior to that? 

Mr. Grear. I was zone agent in New Mexico. They just changed 
the name in effect. 

Mr. Hannett. Now, does Gulf have any subsidiary corporations, 
that you know of? 

Mr. Grear. I believe they do, but I am not qualified on that, Mr. 
Hannett, to go into that. 

Mr. Hannerr. You do not know whether any other subsidiaries are 
engaged in the Federal oil and gas leasing? 

Mr. Grear. No, sir. 

Mr. Hannerr. You have limited your activities pretty much to New 
Mexico, is that right ? 

Mr. Grear. That is right. 

Mr. Hannetr. Do you feel that New Mexico operations are repre- 
sentative of Gulf’s operations in all other areas? 

Mr. Grrar. I wouldn’t be qualified to answer that either. I don’t 
know their method of operation in other States. 

Mr. Hannerr. Who is the man who knows the overall operation! 

Mr. Grear. Well, I believe Mr. Bedford gathered that informa- 
tion in the affidavit, but we have a number of zone offices that have 
people comparable to myself that would be representative on that, 
I believe. 
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Mr. Hannett. Mr. Chairman, I ask that the affidavit be incorpo- 
rated into the record at this point. 

Senator Anverson. The affidavit submitted by Gulf Oil Corp. may 
be incorporated into the record at this point. 

(The affidavit referred to follows :) 


AFFIDAVIT 


CouNTY OF DENVER, 
State of Colorado, ss: 
Henry D. Bedford, of lawful age, after first being duly sworn, deposes and 


That he is division exploration manager for Gulf Oil Corp. and Gulf Re- 
Co. for the Denver production division, with headquarters at Denver, 


That he has under his direction and control the books and records of said 
ipanies reflecting their ownership of oil and gas leases and options for oil 
and gas leases covering the public domain lands of the United States of 
America and also reflecting the Federal oil and gas leases which are committed 
to Federal unit agreements opproved by the United States Geological Survey, 
insofar as said leases, options and Federal units are included within the terri- 
rial boundaries of the Denver production division established September 1, 
156, to encompass the States of North Dakota, South Dakota, Wyoming, Idaho, 
Utah, Colorado, Arizona, Nevada, and the western part of Nebraska and the 
western part of New Mexico. The Gulf Refining Co. owns leases and options 
only in the State of Nevada, and in all of the other States in the Denver pro- 
duction division the leases and options on public domain lands are owned by 
Gulf Oil Corp. 
That he has obtained information from the other production divisions of 
julf Oil Corp. and Gulf Refining Co. reflecting the number of acres covered 
i] and gas leases and options for oil and gas leases upon the public domain 
and the number of acres covered by Federal oil and gas leases whichj 
included within approved Federal units, with respect to all of the other 
‘tates throughout the United States of America and the Territory of Alaska 
as shown by the books and records kept in the other division offices, which 
formation he believes is reliable and correct. 
i. That neither of said companies own any oil and gas leases or options 
for oil and gas leases covering Federal lands in the T erritory of Alaska. 
That the following is a tabulation by States showing the number of 
‘res of public domain lands throughout the entire United States which are 
covered by oil and gas leases owned by Gulf Oil Corp. and Gulf Refining Co. 
as of September 10, 1956. The leases in the State of Arkansas, Nevada, and 
Mississippi are owned by Gulf Refining Co., and the leases in the other States 
listed below are owned by Gulf Oil Corp. 


Leases on public domain lands 
State: Number of acres 
Arkansas______ o-oo 2s _ eae 40. 00 
Colorado__. ; : ; , 927. 93 
Kansas_- sacha ek oe 820. 00 
Mississippi 521. 62 
Montana ; ae ; 1, 736. 32 
Nevada aie cie 15, 675.-82 
New Mexico: 
Fort Worth division i ‘i 338, 394. 36 
Denver division 1, 200. 12 
34, 594. 48 
7, 169. 50 
597. 78 
27, 376. 90 
42, 157. 39 


6. That the following is a tabulation by States showing the number of acres of 
public domain lands throughout the entire United States upon which Gulf Oil 
Corp. and Gulf Refining Co. owned options for oil and gas leases as of September 
10, 1956. Only the options shown for the State of Nevada are owned by Gulf 
Refining Co. All other options are owned by Gulf Oil Corp. 
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Options on public domain lands 

State: Number of acres 

Colorado 162, 268, 49 

ac sincincaeninesonioenniigiapinacsipine trating wipe appr oapmntbetends simian gamesaie 112, 439. 73 

Nebraska 24. 99 

Nevada 35, 640. 43 
New Mexico: 

Fort Worth division 84, 136. 91 

Denver division 14, 495. 09 

—_————_ 98, 632. 

North Dakota 12, 059, 43 

South Dakota 40, 824, 09 

159, 160. 67 

148, 534. 29 


7. That the following is a tabulation by States showing the number of acres 
of Federal lands covered by oil and gas leases owned by Gulf Oil Corp. and Gulf 
Refining Co. on September 10, 1956, which are committed to Federal units 
approved by the United States Geological Survey throughout the entire United 
States. Gulf Refining Co. owns leases covering the 3,333.50 acres set forth below 
which are committed to the Rabbit Creek unit, Elko County, Nev. Gulf Oil 
Corp. owns leases covering the remaining 66,048.88 acres of unitized land listed 
below. 

Federal land in Federal units 
State of Utah: Numbei of acres 
Elk Ridge unit, San Juan County : 154. 39 
Recapture Creek unit, San Juan County _____------_-- : . 320. 00 
Red Wash unit, Uintah County 320. 00 
Brennan Bottom unit, Uintah County ; 5, 491. 04 
Coal Bed Canyon unit, San Juan County__-_~-_- t », T42. 


47. 73 


State of Wyoming: 
Ainsworth unit, Big Horn County___-.__--____ meebo. otk. 
pieven mail, Wy agearie Coenini. on os. si ee os 
Bison Basin unit, Fremont County. i 639. 02 
Fourteen Mile unit, Washakie County__.______________ iy , 148. 65 
Indian Gap unit, Sweetwater County_______-________-__-__- 17, 158. 72 
Southwest Table Rock unit, Sweetwater County___---_.-______ 1, 291. 76 


SI nicntaindion 


State of Colorado: 
North Douglas Creek unit, Rio Blanco County oecaae 
Urado unit, Garfield County i alin aa 640. 00 
Coon Hollow unit, Mesa County__-_ * ; - 5, 472. 47 
South Canyon unit, Garfield County____ 
PENS hciee ee ee eet er 
State of Nevada: Rabbit Creek unit, Elko County. : ; 
State of New Mexico: Welch unit, Eddy County_______ ee 160. 00 
8. That the facts set forth above are true and correct to my best knowledge and 
belief. 
Further affiant sayeth not. 
Henry D. Beprorp. 
Subscribed and sworn to before me, a notary public, this 27th day of Septem- 
ber 1956. 
De LAINE JOHNSON, Notary Public. 
My commission expires June 13, 1959. 


Mr. Hannerr. Now, you started acquiring Federal lands in the 
New Mexico area. What area is covered by your zone 8? 
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\r. Grear. It covers approximately the east half of New Mexico. 

Mr. Hannerr. What area covers the San Juan Basin area? 

Mr. Grear. That is handled out of Durango, which in turn is under 
Denver. I believe that is embraced in Mr. Bedford’s statement. He 
.s the whole State in the affidavit. 

Mr. Hannetrr. You came into this in approximately 1950, is that 
roht. 1949 or 1950? 

"Vy. Grear. I believe the statement has been amended since I testi- 
Ged last week and we made a complete check of our files and I believe 
that it has been amended to show that we came in in 1948 instead of 
1950, as I stated last week. 

Mr. Hannerr. The only time that you knew of a relative or em- 
ployee being used was when a brother-in-law of yours acquired some 
lease acreage in Oklahoma ? 

Mr. Grear. Yes, sir; 160 acres. 

Mr. Hannetr. Do you know of any other instance anywhere? 

Mr. Grear. There is no other instance; no, sir. 

Mr. Hannerr. Do you hire brokers and advance money to them 
o go out into a field and get leases and options ? 

Mr. Grear. We don’t advance money to them. We do hire them, 
however. 

Mr. Hannerr. Do you pay them on a commission basis; or how do 
you compensate them ? 

Mr. Grear. We pay them on a commission basis after they have 
purchased the lease. 

Mr. Hannerr. You say that you have never worked with open 
land, is that right? You have never had people file on open land? 

Mr. Grear. That is correct, sir. 

Mr. Hannert. Well, do these brokers do it when you ask them for 
un area / 

Mr. Grear. At the time we came in, and in the areas in which we 
were interested there were never any open lands. That is the reason 
we didn’t do it, [ might say. 

Mr. Hannerr. You would have done it if there had been some open 
lands ¢ 

Mr. Grear. But we didn’t do it. 

Mr. Hannerr. You mean that all the open lands in interesting areas 
were taken up by the time you came into New Mexico? 

Mr. Grear. That is correct. 

Mr. Hannerr. That was in approximately 1949 or 1950? 

Mr. Grear. About 1948. 

Mr. Hannerr. Then your answer would be limited to the east half 
of New Mexico; is that right? 

Mr. Grear. That is correct, but we weren’t in the west half at that 
time either, so it, could include the whole State. 

Mr. Hannerr. When did you come into the west half? 

Mr. Grear. I believe our first acquisitions were in about 1951. 

Mr. Hannerr. You do request optionors in cases to assign to some 
nominee of the company and take options from nominees; is that 
correct ¢ 

Mr. Grear. Yes, sir. We have done that: yes, sir. 

Mr. Hannerr., Norm: ally, you have an optionor in the first instance 
who work with you in ‘the event you need a new option at the 
expiration of the previous option, is that it ? 


cove 
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Mr. Grear. That is correct. As I previously testified, we do nego. 
tiate prior to the expiration of the option and, in the event we can’t 
get another option, we take an assignment. 

7 Hannetr. You normally compensate something in the vic inity 

* 10 cents an acre or one-half of 1 percent overriding royalty? 

Mr. Grear. We give no overrides. We pay $1 an acre. 

Mr. Hannerr. That is compensation ? 

Mr. Grear. Yes, sir. That is standard practice with us. 

Mr. Hannevr. You have always been confident, because of your 
relation with the original optionors, of getting a second option ip 
the e ae you wanted it, is that right? 

Mr. Grear. That is correct. 

Mr. ran nett, How long have you been able to control acreage by 
means of options? 

Mr. Grear. Our time is limited, because we haven't dealt in it for 
too long, you know. 

Mr. Hannervr. But, since 1950, you have been able to; and are you 
still holding under options some of the acreage which you got whe 
you first came in? 

Mr. Grear. That is correct. 

Mr. Hannerr. Did you ever have the DiRocco case called to your 
attention ? 

Mr. Grear. No, sir. I hadn’t heard of it until I got in the court- 
room here today. 

Mr. Hannerr. Between periods of reporting have you exceeded 
the Government acreage limitations and then assigned, to some of 
these friendly people or reliable people, your option rights for a re. 
Peng period; and then taken them back ? 

Mr. Grear. No, sir; we never have. 

Mr. Hayyerr. Have you actually gone and bought leases and put 
them in the name of a broker and then taken an option from the 
broker ? 

Mr. Grear. No; we haven’t followed that practice exactly. How- 
ever, we have had the broker buy them and then we have taken an 
option from him. 

Mr. Hannerr. Reimbursing him for whatever expense he had in it! 

Mr. Grear. That is correct. 

Mr. Hannerr. Paying the rentals for whatever time the option 
ran? 

Mr. Grear. Yes, sir; the option provides that. 

Mr. Hannetr. You have a limited number of areas in which you 
have gotten unitization in New Mexico? 

Mr. Grear. We have only been in 1 unit with 160 acres in it. That 
is, that is our present situation. We were in an earlier unit, I believe, 
of about 160 acres, which unit has since been dissolved. ‘That repre- 
sents our entire unitized program. 

Mr. Hannerr. Have you ever used attorneys to file? 

Mr. Grear. No, sir; we have not. 

Mr. Hannerr. Do you have a Washington attorney ? 

Mr. Grear. Not to my knowledge. We have never used him, at 
least. 

Mr. Hannetr. Your office does not cover Colorado then? 

Mr. Grear. No, sir. 
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Mr. Hannett. Do you know any of the people up there with whom 
Gulf is dealing? 

Mr. Grear. No, sir; I do not. 

Mr. HANNETT. That would be all out of your Denver office, is that 
night! 

Mr. Grear. That is true. 

Mr. Repwine. Mr. Chairman, I would like to call attention to the 
fact that the Department of the Interior, Bureau of Land Manage- 
ment was supposed to have furnished this committee with copies of 
all option reports filed by the Gulf Oil Corp. since 1946. I find that 
we have before us only reports as filed on June 30, 1956. I would not 
at this time want to say that that is all that the Department has 
before it because I have not had an opportunity to check; but the 
re has advised me that, in all these companies, they have 

ished the committee with all reports that have been filed. It is 
al bly a mistake in respect to the Gulf Oil Corp. 

| want to call it to the attention of the chairman at this time, and 
[ will make a check to see if a mistake has been made in not furnishing 
s with all the reports that have been filed. 

(Later Mr. Redwine informed the chairman that the Gulf Oil Corp. 
reports were in order as subsequently submitted by the Bureau of 
Land Management. ) 

Senator Anperson. Do you feel that you have been filing your 
option reports regularly ? ? 

Mr. Grear. Yes. We haven’t filed them out of our office, but I 
believe, Senator, they have all been filed. 

Mr. Hannerr. That is all I have. 

Senator Anprerson. Thank you very much. 

Mr. Grear. Thank you. 

Mr. Repwine. Mr. Chairman, at this time may I advert to another 
matter ¢ 

Senator ANDERSON, Yes. 

Mr. Repwrne. Two witnesses, Mr. Stull and Mr. Barash have 
advised the committee in their testimony here that the DiRocco 
decision of July 11, 1952, has been reversed and that it is no longer 
regarded as compelling by the Department of the Interior, Bureau of 
Land Management. 

At your instruction, Mr. Chairman, this morning I asked Mr. 
Stewart French, chief counsel of the full committee, to make a check 
with the Department of the Interior, Bureau of Land Management 
as to What the facts were in that case. 

I bay e the following telegram, signed Stewart French, committee 
counsel : 


Office of Solicitor of Interior Department after check affirms that DiRoeco 
decision July 11, 1952, has not been reversed nor modified. It still represents 
official position of Department. 

[ think that the record should show that at this time, Mr. Chairman. 

Senator Anperson. Thank you. 

Who is your next witness? 

Mr. Hannerr. Next are the witnesses for the Phillips Petroleum Co. 
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FURTHER TESTIMONY OF CHARLES W. CORBETT, MANAGER, Dby. 
VER DIVISION, LAND AND GEOLOGICAL DEPARTMENT; Ay) 
GEORGE SNEED, ASSISTANT GENERAL ATTORNEY, PHILLIP? 
PETROLEUM CO. 


Senator Anperson. Mr. Corbett and Mr. Sneed, you have bee 
previously sworn ¢ 

Mr. Corsetr. Yes, sir. 

Mr. Snzep. Yes, sir. 

Mr. Hannetr. Mr. Corbett, heretofore you introduced a statement 
into the record here of your activities in leasing and optioning oi) 
and gas acreage of the public domain. Phillips Petroleum Co. has 
followed to a great extent the practices that have been testified to here 
with regard to Stanolind Oil & Gas Co., is that correct? 

Mr. Corsetr. Yes; that is as I have set it out in the statement. 

Mr. Hannetr. You have used attorneys? 

Mr. Corsetr. Occasionally ; yes, sir. 

Mr. Hanyetr. With the compensation all coming from Phillips, 
is that correct? You wrote the names of all the attorneys that you 
used ? 

Mr. Corserr. The only attorney that I know we used was Mr. F. L, 
Kirgis in Denver. 

Mr. Hannert. And his wife? 

Mr. Corserr. Right, sir. 

Mr. Hannerr. Have you used any attorneys in Washington or in 
any other area ¢ : 

Mr. Corzerr. No, sir. I checked that point, and they said that on 
one occasion we had used an attorney on something but the 6p 
tions had failed; and I think that is the reason that it is just about as 
I worded it in the statement ; but it was not our practice; with possibly 
one excepion in which the applications were rejected, we have not. 

Mr. Hannerr. Do you know who J. Sam Williams and Gladys 
Williams are? 

Mr. Corzerr. Yes, sir. Mr. J. Sam Williams is a retired employee 
of the Phillips Co. 

Mr. Hannert. He is on pension or retirement benefits? 

Mr. Corserr. Yes, sir. 

Mr. Hannetr. What compensation is he paid for his activities? 

Mr. Corserr. He gets a bonus and a half of 1 percent override. 

Mr. Hannetr. What kind of a bonus does he get ? 

Mr. Corsetr. Ten cents an acre. 

Mr. Hannerr. The money for filing on lease acreage, of course, 
comes from Phillips Petroleum; is that right ? 

Mr. Corzerr. Eventually. 

Mr. Hannerv. Is he reimbursed in the event he uses his own money: 
or do you give him a bank account to go out and file? 

Mr. Corsetr. No, sir. I believe we reimburse him. Sometimes we 
may furnish him the money. 

Mr. Hannerr. Is Agnes Stallard a broker or a representative of 
your company, or an employee? 

Mr. Corserr. No, sir. I don’t know Agnes Stallard. 

Mr. Hannertr. Who is Kathryn B. Kirgis? 

= Corzetr. She is the wife of the Mr. Kirgis whom we mentioned 
earlier. 
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Mr. Hannerr. Who is Francis E. Chouteau, Jr., C-h-o-u-t-e-a-u / 
Mr. Corzerr. I don’t know him. He has bought leases and options 
for us I know. 
Mr. Hannert. You do not know whether he is an ex-employee? 
Mr. Corserr. I am quite sure he is not. 
Mr. Hannetr. You say that you do not have, in your option forms, 
1y renewal provisions ¢ 
a8 CorsetT. Right. 
Mr. HANNETT. Yo ou do negotiate for new options prior to the expira- 
tion of the old, do you not ¢ 
Mr. Corser. I don’t believe we do. No, sir. We do take the so- 
alled successive options. 
Senator ANDERSON, You certainly must negotiate the successive 
tages of those options, do you not, before they fall due? 
vait until it is expired and then w: alk i in, do you? 
Mr. Corserr. Pretty much so. 
Senator ANpERSON. Let us see the option reports. 
Mr. Hannerr. John L. Kelley; do you know him ¢ 
Mr. Corsetr. No, sir. 
Mr. Hannerr. He is in Montana. 
Mr. Corserr. No, sir. I surely don’t. 
Mr. Hannerr. I notice that you have at least 10 leases in his name, 
or options from him. You do not know of him at all? 
Mr. Corsetrr. Well, I know we take options and applications from 
iim, but I have never met him. 
Mr. Hannerr. You use brokers, or you use varying ways so that you 
vet the acreage ¢ 
Mr. Corserr. Yes, sir. 
Mr. Repwine. Mr. Chairman, pursuing your line of thought, I am 
reading from the report of August 6, 1954: 


Billings, 041677—A, Francis E. Chouteau, Jr., at which time the company had 
an option dated June 29, 1953, expiration June 29, 1955. 


You do not 


Mr. Hannertt. It is picked up on the August 1, 1956, report. 

Mr. Repwine. Two years later. 

Mr. Hannerr. Showing the date of option, June 3 
expiration date, June 30, 1958. 

Mr. Repwine. June 2! 
one, sir. 

Mr. Hannert. Is it not a matter of fact and practical experience 


that these options are signed prior to the expiration of the prior op- 
tion, and they are just kept ¢ 


Mr. Corserr. No, sir. That isn’t so. 

Mr. a inneETr. That is never done? 

Mr. Corsetr. It might be on rare occasions, but that isn’t the prac 
tice, actually. 

Mr. Hannerr. Do you ever fill out applications in blank ? 

Mr. Corsetr. We have; yes, sir. 


Mr. H ANNETT. You have had a signed application in blank and you 
boys fill it out 


Mr. Corser. I think I testified the other day to that. 


Mr. Hannerr. You have the option in blank, too, and just pick it 
up? 


), 1955, and the 


, 1955, was the expiration date in the first 


87402—57——-26 
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Mr. Corszerr. I don’t believe we ever had the option in blank. They 
may have been occasions, but that is not the practice we follow. 

Senator Anperson. What is the practice? Do you wait until the 
option has expired ¢ 

Mr. Corser. Yes, sir. You pretty well know. There are various 
types of people in this business, and some people will give you a ney 
option. When you buy an option from somebody, you know his tem. 
perament, whether he is going to trade with you further or whether 
he isn’t. If he is obstinate or has a reputation for being such, they 
you are a little concerned. We might on occasion, but that isn’t the 
practice. 

Senator Anperson. The difference is that you state that you wait: 
for instance, on one that is dated June 29, 1954, you wait until June 
30, 1956, 1 day later ? 

Mr. Corserr. He may not be right on the spot. You may mail it 
to him and have it dated that day, but the date of his execution of th 
option, I don’t know that it would be the following day. 

Senator Anperson. The 30th day of June was ona Saturday. You 
got there exactly at the right time, did you not ? 

Mr. Repwine. Mr. Chairman, again we are just working at random 
on these. I find Montana, Billings, No. 04166—A, Francis E. Chou- 
teau, Jr., the same name; July 27, 1953, the date of the option; expira- 
tion date, July 27,1955. That isin the August 6, 1954, report. 

Mr. Hawnnerr. In the report for June 30, 1956, we find the same 
number, and picked up at July 28, 1955, to July 28, 1958. 

Mr. Repwine. That was the day following in this instance. 

Mr. Corserr. I am not trying to deny it. 

Senator AnperRson. You keep pretty close track of Mr. Chouteau! 

Mr. Corsetr. We do. We try to take from him successive options. 
I am sure we possibly have overlapped at one time or another. I am 
not trying to deny that at all, if that answers your question of what 
you want. 

Senator Anperson. What was the difference in the two options! 
Can you state that ? 

Mr. Corsert. There would have been very minor differences. I 
am sure that, like anything else, an option may be revised from time 
to time and, as I recall, one difference that has been made in our 
option over the years was that there was a question came up regard- 
ing an assignment, and it may have been in New Mexico, in which we 
exercised an option and the party would not give us an assignment, 
so that presumably to avoid that difficulty we then added a clause in 
the option agreement which said, if we exercised our option, then that 
would constitute an assignment of that lease. 

Senator AnpEerson. You made it automatic? 

Mr. Corsetr. Yes, sir. To my knowledge, that is the only change, 
and, as Mr. Sneed says, the term was changed from 2 to 3 years. 

Mr. Repwrne. Mr. Corbett, I find in looking through your semi- 
annual reports that quite often, under the heading “Expiration Date 
of Option,” there is the word “indefinite.” What does that mean? 

Mr. Corserr. Would you tell me whether that says “B. L. M—A”! 

Mr. Repwine. Yes, it does. 

Mr. Corserr. That means it is acquired land and it is the same 
problem that you have been into several times before here, in that, 
when you file for applications on acquired lands, apparently that De- 
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partment or Government office is fairly weil swamped, and they are 
quite slow at getting these leases out; and we understand that the 
term of the option runs from the date at which the lease issued. Con- 

quently, if the lease has not yet been issued, there would be no 
specifi ‘term for its termination. 

Mr. Repwine. Mr. Chairman, none of the other companies whose 
records we have examined report that way. That is what caught my 

eye. The other companies did not report that way. If it was prior 
1 the enactment of the 1954 act, they show 2 years from date of option. 

Senator ANDERSON. We had some the other day where they were 
not able to fix a date because of the acquired lands. 

Mr. Repwine. That was probably while Il was in the hospital. I 
am) SOITy. 

Mr. Hannerr. You have a different kind of a situation here too 
that you developed, is that right, with regard to your agreements 

th these holders of leases whereby you have an arrangement wae 
if ‘the leaseholder desires to sell, you have the first privilege on. it, 
that right ¢ 

Mr. Corzerr. Yes, sir. We have a contract, or have made contract 
with various leaseholders in which we purchased a call on the oil and 
vas, and also a preferential right to purchase, so to speak. 

Mr. Hannert. That is if they sell. Do you follow any reporting 
under those circumstances ¢ 

Mr. Corserr. No, sir. We have not. 

Mr. Hannerr. You do not consider that an option ¢ 

Mr. Corsetr. No, sir. 

Mr. Hannerv. It is left with him as to whether or not he desires 
tosell. If he sells, he has to sell to you? 

Mr. Corzerr. If he develops the property, then we have the right 
to buy the oil and gas from him. 

Mr. Hannerr. Do you have these leases in friendly hands or reliable 
personnel at the time that you use this type of a contract ? 

Mr. Corserr. They might or might not be. 

Mr. Hannerr. Then you could have it with a person who was a 
retired employ ee, is that right, under those circumstances ? 

Mr. Corserr. We could have. Y es, sir. 

Mr. Hannerr. And Phillips had all the money up for the particular 
lease at that point with the idea that they could take it or not take 
it de pe nding upon whether the employee wanted to dispose of the 
lease 

Mr. Cornerr. W ell, we never did use any employees. I am quite 

ure of that. Are we talking about the same thing? 

"he Hannetr. Retired employees. I want to be sure that we are 
clear on this. In other words, you have a different type arrangement 
than the normal option, is thai correct, whereby, under the terms of 
this agreement if the person holding the lease decides that he wants 
to di ispose of it, you have the first right to acquire it ? 

Mr. Cornerr. Right. 

Mr. Hannetr. Now, do you do that with any of your retired per- 
sonnel who are holding leases? 

Mr. Corserr. We have done it with Mr. Williams. That is the 
only one that I know of. 

_ Mr. Hannerr. Then that is a situation where you do not report 
it as an option ? 
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Mr. Corserr. Right. 

Mr. Hannerr. But you know that, if you want that particula, 
lease from Mr. Williams, your retired employee, that you can pick 
it up if you want, regardless? 

Mr. Corserr. Well, I wouldn't agree with you on that. 

Mr. Hannerr. You would say “No.” Is Mr. Williams in the 9 
and gas business himself? 

Mr. Cornett. I believe that he is trading in leases himself. 

Mr. Hannerr. Have you ever exerci ised : any of that type of contrac 
with Mr. Williams? 

Mr. Corserr. Yes. 

Mr. Hannerr. What did he do, come to you and tell you, “Well, 
L have decided that I want to dispose of this lease and now you have 
to take it,” or do you get an option from him then, or what ? 

Mr. Corserr. We could possibly take an assignment from him. 

Mr. Hannerv. Is there any additional consideration at that point: 

Mr. Corserr. Yes, we give him an override and a bonus that 
negotiate at the time. 

Mr. Hannervr. Is not the practical effect of it, Mr. Corbett, tha: 
you have a man holding lease acreage for you and you can either take 
it or not take it as you see fit, and you do not report it under the 
option ae 

Mr. Corserr. I don’t understand. I mean I didn’t get your ques- 
tion quite there. 

Mr. Hannerr. Well, the effect of having this in Mr. William: 
hands is that he will deliver you the lease if you want it or he wil 
do whatever you want him to do with regard to that lease. 

Mr. Corserr. No, I don’t think so. He can develop the property i! 
he wants to. 

Mr. Hannerr. Has he ever developed any property, to your know! 
edge, personally / 

Mr. Corsettr. No, because I don’t think we have had any with Mr. 
Williams for maybe a year. I mean he has just been retired a yeu 
or two. 

Mr. Hannert. But he is working for your company, in effect, at 
the moment, is he not? 

Mr. Corserr. I don’t think so at all. 

Mr. Hannerr. Well, how about any of these other people? You 
said that you have had, or at least I would assume that you have ha! 
a long course of dealing where you used this first privilege type con 
tract. Have any of them sold them out from under you? 

Mr. Corsetr. Well, there are many in which we have not exercise! 
any preferential right and they have gone ahead and sold them to 
other people. 

Mr. Hannerr. Then there would be also many in which you hav 
exercised a preferential right, is that right ? 

Mr. Corserr. Yes, I think that is right. 

Mr. Hannerr. And do they come to you and tell Phillips Petro- 
lewm that, “We are going to sell this now and you had better take 
it at this point.” 

Mr. Corserr. Well, we have made them offers sometimes on it. 

Mr. Hannerr. Well, you mean that sometimes you go to them and 
sometimes they come to you, is that it ? 

Mr. Corsetr. That is right. 
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Mr. Hannerr. But they always get in touch with you first before 

.y do anything about it? 

Mr. Corserr. According to the contract, they are obligated to do 

. \ es, sir. 

Mr. Hannetr. The effect is that you have control over that lease 
it you do not have an option on it, is that it 4 

Mr. Corsert. Well, 1 won’t agree with you on that. Just as the 
igreement says, we have a preferential right to purchase it. 

Mr. Hannetr. But they do not sell them out from under you in 
at kind of an instance ¢ 

Mr. Corsetr. Well, the contract by its very nature says that they 
innot sell them without first giving us the right of refusal. 

Mr. HanneErt. Do you have any copies of that type contract? 

Mr. Corserr. Yes. 

Senator ANpERSON. May I call your attention at this time to the 
fact that your option reports are not sworn to. 

Mr. Cornert. I think they are, sir, on the very last page where the 
onature is. 

Senator ANDERSON. Let me read you all there is to it and then you 
tell me if it is sworn to: 

Pursuant to the act of Congress approved August 8, 1946, and Oil and Gas Leas- 
¢ Regulations of the Department of the Interior (48 D. F. R. 192.4), state- 
ents, under oath, showing options held by Phillips Petroleum Co. as of Decem- 

31, 1958, covering leases issued or applications for leases to be issued pur- 
suant to the provisions of the General Leasing Act of February 25, 1920, as 
ended, and the Mineral Leasing Act for acquired lands effective August 7, 
1947, are enclosed. 


At the end it just says Phillips Petroleum Co. I did not know what 


e was affirming. I believe it covers. 

Mr. Corserr. [ think, if you take the whole thing in its entirety, I 
have looked at them and I think it is covered. 

Senator Anperson. I believe I would say so. 

Mr. Corpert. Yes, sir. 

Mr. Hannetr. This type of agreement which you have handed me, 
vhich reads “G. and K.—15b, revised April 15, 1955,” provides like the 
ormal option, does it, that you reimburse for all rentals during the 
period of time that this agreement is in effect ? 

Mr. Corserr. Well, the agreement provides that we reimburse them 
or whatever rentals they paid during the period of the option, but we 

n terminate the option at any time. 

Mr. Hannerr. This is an agreement, not an option. Is this an 

tion’ Do you consider this an option agreement ? 

Mr. Corpetr. No. 

Mr. I{annerr. The only difference between this and an option agree- 
ent is in that paragraph 2 which says: 

In the event that first party should desire or propose to sell or dispose of all 
rany portion of its interest in the above-described application— 

en he has to notify Phillips Petroleum; is that it? 

Mr. Cornerr. That isn’t the only difference. I think there are many 
lifferences, but paragraph 1 provides that we have the exclusive right 
to purchase any oil or gas that has been sold. 

Mr. Hannerr. And the normal option does not contain that? 

Mr. Corserr. I don’t think so, No, sir. 
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Mr. Hannerr. But the basic difference between this and the optio, 
although it does have these other provisions with regard to purchasin, . 
is the fact that you provide in your contract that you leave it up to the 
lessor as to whether or not he is going to give you the lease, is th; 
right, subject to his desire to sell? Is that ‘it? 

Mr. Corserr. When you ask me whether it is the basic difference o 
not, I just can’t answer that question. I am advised that that is no 
an option in any way that compares to what we consider a norm| 
option on Federal oil and gas leases. 

Mr. Hannetr. He « annot sell it to anybody else without letting you 
have a chance to exercise and take your rights from it as to every 
thing he has. 

Mr. Corsetr. Which is a perfectly normal way to do business. W; 
do that on lots of things. 

Mr. Hannert. I cannot see at this moment the practical difference 
between this and the normal option in that you have an option to 
acquire his interest. 

Mr. Corsetr. We have the right to refuse it. 

Mr. Hannetr. Well, you do ‘that under any option. You have 
right to refuse it. Under this you have the same option privileges 
with your reliable personnel as you do under the normal option. |; 
that not correct ? 

Senator Anperson. Will you answer the last question ? 

Mr. Corvetrt. My line of thought is just entirely different from 
yours, 

Mr. Hannerr. Will you read the last question, please ? 

(Pending question read.) 

Mr. Hannerr. Hither one of you may answer that. 

Mr. Sneep. I moved to say something because it sounded like you 
are requesting a legal conclusion as to the difference between the iwo 
contracts. Since the two contracts are in the file 

Mr. Hannerr. I am going to the practical effect. 

Senator Anpverson. He can have what he wants. I do not care for 
a legal distinction to be made between the two, but in section 2 of 
this G & K-15b, revised April 15, 1955, I think’ you have an option. 
Do you not think that you have an option? You have a right to 
buy it. 

Mr. Snzep. I understand an option to mean that you have an instrv- 
ment that you can exercise and take over the rights that the other 
fellow has. In other words, you have an option to acquire it. This 
is merely what is known in the trade as a preferential right to pur- 
chase, which says that if and when he desires to sell it he will offer 
it to our company first. 

Senator Anprerson. This is interesting, because the original act 
was for leases only. Then they found out that there was a second class 
of document floating around in which one company had some 600,000 
or 700,000 acres of options which pretty effectively overrode the leas- 
ing provisions, so that they wrote something about options into the 
law. Now we finally have a third category, which is the right to buy 
ahead of anybody else, to acquire the Jease. If this man wanted to 
option this lease to anybody else, he would have to do it subject to 
your preter ential right to acquire; would he not? 

Mr. Sneep. That ‘is right. Yes, sir. 
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Senator ANnpErSON. I have not found on what basis the acquisition 
shall be made. 
~ Mr. Sneep. There is no basis spelled out. 

Mr. Hannetr. Well, I am not going to the legal effect at the mo- 
ment, Mr. Sneed. The practical ef fect of this is th: it, when you have 
this with your reliable people whoever they may be, it operates just 
like an option; does it not 

Mr. Sneep. I would say not. No, sir. 

Mr. Hannert. Well, do you ever get written notices from your 
reliable personnel that they are going to sell their leases pursuant to 
paragr aph 2, and giving you 15- day notice to exercise your rights 
under this? Have you ever received one? 

Mr. Sneep. I am not in position to answer that question. 

Mr. Hannetr. Maybe Mr. Corbett can answer it. 

Mr. Corserr. Well, we have gotten many notices in which they say 

have been made an offer by another company for this particular 
wreage. 

Ee Hannerr. What do you do about them at that time? Do you 

“Hold on until we get ready to take it”? 

Mr. ( ‘orneTT. No; not necessarily. 

Mr. Hannerr. Do you do that on occasion / 

Mr. Cornerr. What we try to do then is decide whether or not 
we want the thing. 

Senator ANDERSON. Well, if the second party, that is, Phillips Pe- 
troleum, gives notice of its election to acquire the interests other- 
wise to be sold and disposed of, the first party shall immediately con- 
vey said interest or deliver an option covering said interest. When 
you get that option are you not in exactly the same shape as in other 
option property @ 

Mr. Corserr. If we take an option, yes, sir; and that option would 
be reported. 

Senator AnpErsON. So that, this is just a holding agreement until 
you get to where you want the option ? 

Po Corserr. Well, those are your words. I just don’t know 

1at you mean. 

Senator ANDERSON. Well, what would your words be? 

Mr. Corserr. It is a preferential right to purchase the property 
in the event they would like to sell it, just as the agreement states. 

Mr. Hannerr. Or to take an option ? 

Mr. Corserr. Yes; just as the contract sets out. 

Senator ANDERSON. Now, on this original agreement, you specify 
the terms on which he will transfer it to you by : an overriding royalty 
of one-half of 1 percent. 

Mr. Corserr. No, sir. 

Senator ANDERSON. You do not? I read further: 


The instrument of conveyance shall include provision for the payment to first 
party as an overriding royalty of— 


blank percentage— 


of the proceeds of the oil, gas, and casinghead gas if, as and when produced, 
saved and sold from the premises, and subject to all of the terms and condi- 
tions set forth in the following paragraph hereof: Provided, however, That 
said ov erriding royalty shall be subject to reduction to the extent, if any, and 
in the cireumstances set forth in and required by section 192.83, title 43, Code of 
Federal Regulations. 
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Therefore, if the Phillips Petroleum Co. wants to go ahead ayj 
acquire, and a man comes to you and says, “I have an offer from 

Shell. Shell is going to give me a $100, 000 bonus for this nice Piece 
of ground,” you say, “We are sorry. We will proceed to take it fo 
one-half of i percent override, w hich we have previously agreed ty 
do in writing.” 

Mr. Corsert. No, sir. 

Senator Anperson. What do you do? 

Mr. Snexep. We would have to meet the offer that was made. 

Senator Anperson. You show me where it says they have to mee 
any offer. He has to deliver it on the terms to which he agreed, whic! 
is one-half of 1 percent or whatever you might write in there. 

Mr. Sweep. They would have to have th: at percentage of override, 
but the bonus consideration is not fixed. 

Senator Anprerson. He cannot get any bonus. 

Mr. Snrep. That is not the way we interpret the contract. 

Senator Anperson. Well, the question is how a court would inter. 
pret the contract. 

Mr. Sneep. In my opinion, the court would interpret the contract as 
we do. That is what I mean when I say how we interpret it because 
our interpretation is what we think the court would do. 

Senator Anprerson. Have you ever had a court interpret one of 
these that way? 

Mr. Sneep. Not that I know of 

Senator Anperson. Have you ever had occasion to pick one of these 
up on the basis outlined where they only paid the overriding royalty! 

Mr. Snerp. No, sir. 

Senator AnpErson. Do you mean that, if we go through the list, 
we will not find anywhere where the time came and they came to you 
and said they had another offer and you took it for the amount of the 
override ? 

Mr. Corserr. Not as far as the only consideration; no, sir. There 
was a cash consideration. 

Senator Anperson. One dollar? 

Mr. Corsetr. What do you mean by “one dollar”? 

Senator Anperson. That is a consideration: “For the consideration 
of $1 and other considerations, I hereby convey.” 

Mr. Corserr. There would be none for a dollar consideration. 

Mr. Hannert. $150? 

Mr. Sneep. The essential thing, Senator, I believe, getting back to 
what you are pursuing 

Senator Anperson. I am finding a whole new avenue now to take 
and hold these leases. 

Mr. Snerp. The essential thing, along that line as 1 understand it, 
is that in order to have a legal right to exercise our preferential rights 
we would have to meet the terms of any other offer that the man had 
had made to him or he could show for the lease. 

Senator Anperson. Do you find that in here anywhere? If %, 
would you direct me to it? I have not gone through it carefully. 
Please tell me where that says that. 

While he is hunting for that, may I ask two questions: No. 1, how 
many of these are floating around? 

Mr. Corperr. I don’t believe we have any at the present time. 

Senator ANpErson. Why are we talking about it then? 
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Mr. Corperr. We say in here “from time to time.” J think that is 
the way we say it, that we have had some. 

Senator Anperson. You do not have any out now / 

Mr. Sngep. There are none out. 1 de finitely checked that. 

Mr. Corperr. We say, “Phillips has in the past entered into an 
agreement with individuals * * *,” 

Senator Anperson. If vou did have any out, how long would they 
run? When you put these out, for how long did they run } 

Mr. Corzetr. We have to pay a consideration eac h year to keep it 
alive, but it could run for the life of the lease. 

Senator ANDERSON. The entire life of the lease and extension ? 

Mr. Corzerr. Yes; and we considered the extension. 

Senator AnpERSON. It is for the entire life and extension thereof, 
as it points out in the back, so that it could be for 10 years? 

Mr. Corserr. Yes. 

Senator AnpERsoN. You do not have any in operation at the present 
time ¢ 

Mr. Corserr. No, sir. 

Senator Anperson. I am glad to hear that because I would think 
that that would call for more talk if you did. 

Mr. Corserr, No. That is why we specilically said we had them 
in the past. 

Senator ANpERSON. I did not read your statement. 

Mr. Repwrng. Mr. Chairman, I would like further to point out that 
paragraph 9 of this agreement calls for : 

The power of attorney herein granted being coupled with an interest shall 
be and hereby is made irrevocable during the life of this agreement. 

There was complete irrevocable power of attorney granted. 

Mr. Corsetr. I don’t believe you read the whole agreement. 

Mr. Sneep. The power of attorney there, Mr. Redwine, is in con- 
nection with—I will check it. 

Mr. Repwrine. In other words, so long as VOU pay the 15 cents per 
acre per year. 

Mr. Sneep. Before reading it, my recollection is that the power of 
attorney was limited to a situation in which, after Or instrument was 
exercised and the party reserved an overriding royalty, then we would 
have the power to unitize without getting his consent to the unitiza- 
tion agreement. 

Mr. Repwine. Would you point out, please, in the document itself 
where that power of attorney is limited to unitization / 

Mr. Corsetr. Paragraph 7, I believe, and then they say “The power 
of attorney herein granted * * *.” It is granted in paragraph 7. 

Mr. Sneep. Yes. Paragraph 7 reads, and I quote: 

At its election, and at any time after the taking of any assignment or other 
onveyance of title as herein provided for, second party as attorney in fact for 
first party may incorporate all or any part of the lands assigned or otherwise 
conveyed to it with other lands in a cooperative or unit plan or communiza- 
tion agreement for the operation and development of all of said lands for oil 
and gas purposes in accordance with the provisions of the act of Congress of 
February 25, 1920 (41 Stat. 437), as amended, and may commit first party’s over- 
riding royalty or other interest thereto provided that such cooperative or unit 
plan or communization agreement be of the form prescribed by regulations of 
the United States Department of the Interior or such variance of that form 


as may be prescribed or approved by the representatives of such Department 
in any given situation. 
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Senator Anperson. These are not chargeable against your lease op 
option acreage and, if they went into a unitization program, would no} 
be charged against your lease or option acreage so that any lang 
covered under this could never be charged against you. 

Mr. Sneep. Before we would have any right to put them into a uni. 
tization agreement we would have first exercised our preferentia] 
right to purchase and have acquired either an option or an assignment 
which would become immediately chargeable as soon as the interests 
were acquired so that there would be not straight flow through with. 
out chargeability at one stage of the instrument. 

Mr. Repwrine. It is your contention that that power of attorney 
relates only to unitization ? 

Mr. Sneep. That is the only power of attorney granted by the in. 
strument ; yes, sir. 

Senator Anperson. If these are not being used, I think that that 
is all right. 

Mr. Corsetr. In connection with your question of unitization, | 
advised you we would furnish you with a copy of our list of acreage we 
held in units, and I have this here which we would like to make as a 
supplement to our original testimony. 

Senator Anperson. It will be added to the original testimony. 

(The list referred to follows :) 


Federal oil and gas leases owned by Phillips Petroleum Co. within approved 
unit areas of producing and nonproducing units as of Sept. 25, 1956 


Nonpro- 


Producing ducing 





Colorado... ilitau bps nue aban gs es ees er core ead 29, 498. 73 9, 279. 34 
Louisiana ie 68. 75 0 

Montana__-_-_-_-._- Ee Iee thin duke cad fi 266. 88 
New Mexico.._____-- ° tal r ara ne 3, 680.00 
Utah. : dens a ge ‘ 4, 065. 49 
Wyoming 5 ee ai sas. thaded zai b 4 19, 534. 22 


MS is) & aS eee 45,372.84 | 36, 825. 93 


1 In addition to the acreage above tabulated, Phillips owns the rights below the Mesa Verde formation on 
124,951.34 acres in producing units in the San Juan Basin of New Mexico, which rights were retained on sale 
of these properties to Pacific Northwest Pipeline Co. 

Mr. Hannett. Now, as I understand in just looking at this type 
of agreement which you say you no longer use, you have entered into 
these with the retired employees of the company; is that right? You 
know of that? 

Mr. Corsetr. Employee; one. 

Mr. Hannetr. With just one? 

Mr. Corzert. Yes. 

Mr. Hannetr. Have you entered these with any of your attorneys 
or relatives of attorneys ? Do you know of any of those? 

Mr. Corszert. I don’t believe so. 

Mr. Hannerr. When did you stop using these? 

Mr. Sneep. Do you want me to answer that? 

Mr. Hannert. Yes. 

Mr. Sneep. The facts on that, as I understand it, are that they have 
been in the process; they have taken no new ones of these recently; 
but that the last ones that expired expired only a few weeks ago. 

Mr. Hannerr. Did they expire ~ exercising the options, by 
Phillips taking over the leases, or by taking options or what? 
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Mr. Sneep. I am not sure. I don’t know the answer to that. 

Mr. Corsetr. Some may or may not have. We are not over our 
limit on the acreage, and I am sure that we might have taken some 
and on some we did not continue to pay the 15 cents an acre, or what- 
ever it is, to continue it. 

Mr. Hannerr. During what period of time were they used? I no- 
tice that this is revised April 15, 1955, so that probably you used it 
prior to that time; is that right? 

Mr. Corserr. Yes. 

Mr. Hannerr. Did you hold as much as 50,000 acres under this type 
of agreement ? 

Mr. Corserr. In all the States together, we probably did. 

Senator Anprerson. I have one question which may sound extrane- 
ous; but I notice in your report that the Alaska leases or a great many 
of them were in the name of W. C. Arnold. Is that the attorney for 
the salmon industry in Alaska, Cap Arnold, the well-known person 
who lobbies against statehood each time we have a hearing, and brings 
in his delegation ¢ 

Mr. SneEp. It would surprise me greatly if it were the same person 
because, just speaking from my recollection of that transaction, the 
people who were most interested in it were promoters who were 
strongly supporting statehood for Alaska, and I doubt that they would 
have gone to that kind of individual; but I am not prepared to say 
for sure. 

Senator ANpeRsON. Just idle curiosity, I grant you. 

Mr. Hannert. I think that is all. 

Senator ANDERSON. That is all. Thank you very much. 


Mr. Hannetrr. Delhi-Taylor. 
We swore you the other day ? 


FURTHER TESTIMONY OF EDWARD L. FRANCIS, DELHI-TAYLOR 
OIL CORP. 


Mr. Francis. Yes, sir. 

Mr. Hannerr. Your statement was introduced the other day? 

Mr. Francis. Yes. 

Mr. Hannerr. How long has Delhi-Taylor been operating on 
Federal leases ? 

Mr. Francis. I don’t know exactly, but I would say since around 
1949 or 1950. 

Mr. Hannerr. And you cover 5 States; is that right? 

Mr. Franets. Yes, sir, and I think at this time there are only the 
4 States that are mentioned in the statement. 

Mr. Hannerr. Do you have any other interests anywhere else? 

Mr. Francis. As far as I know, they do not; not on Federal oil and 
gas leases. 

Mr. Hannerr. You are not in the business of taking options? 

Mr, Francis. I don’t know all the facts in connection with that. 
I do understand from the statement here that they have taken a few 
options; yes, sir. 

Mr. Hannert. I notice at the present time you have none in the 
State of New Mexico; none in the State of Utah 

Mr. Francis. That is correct. 
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Mr. Hannett. None in the State of Wyoming; none in the State, 
Montana; and none in the State of California; is that right? 

Mr. Francis. That is what this statement indicates; yes, sir. 

Mr. Hannetr. You have heretofore taken options? 

Mr. Francis. It is my understanding that they have; yes, sir. 

Mr. Hannetr. Have all of the options been exercised 

Mr. Francis. I do not know the answer to that, but I could get thg 
information if you would like me to, under oath. 

Senator Anperson. It is safe to assume if they have not been exer. 

cised, they have unitization agreements? 

Mr. FRANCIS. They have either been exercised or they have been 
dropped. If they are in units, they have probably been exercised bx 

cause then the acreage would not be chargeable. 

Mr. Hannetr. Have you used individuals i in connection with your 
company in connection with filings? 

Mr. Francis. It is my understanding in a small number of cases 
employees have been used; yes, sir. 

Mr. Hannetr. With compensation or money all coming from the 
company ; is that right ? 

Mr. Francis. It is my understanding that in those situations the 
company has advanced the money and the person who ended up with 
the lease got an override as « consideration for the option. 

Mr. Hannetr. Do you also exercise options and transfer to nominees 
where you can take no options from the nominees? 

Mr. Francis. I do not know the answer to that, but I could get that 
for you if you want me to, under oath. 

Mr. Hannetrr. Did you ever go out and buy leases and take them in 
the names of nominees ? 

Mr. Francis. I do not know the facts in that connection, but I could 
get you that. 

Mr. Hawnerr. I think possibly some of that should be furnished 
to us. 

(The information referred to is in the committee files. ) 

Mr. Hannetrr. Would it be your prevalent practice, after looking 
at your statement here, to actually take lease acreage and then work 
it into a unit as rapidly as possible? 

Does that appear to be the practice? 

Mr. Francis. It is my understanding that Delhi at this time is not 
too active in the acquisition of Federal lands in any of these States. 
They are active in New Mexico, but they are active in developing the 
properties they previously acquired, and I don’t know of my ow: 
knowledge, but I don’t think that they have acquired any new Feder:! 
acreage in some time. 

Mr. Hannerr. As I understand it, when you are buying a lease. 
for instance, as soon as you buy it, you have an assignment, regardless 
of whether it is approved by the land office. You take it wp-as charge- 
able acreage as of the time you acquire it. 

Mr. Francis. That is my understanding; yes. 

Mr. Hannetr. And also, when you are conveying a lease, as soo! 
as you have issued and delivered the assignment to the party to whon 
you have assigned it, you knock that off your chargeable acreage. 

Mr. Francis. That is my understanding of the way the company 
handles it; yes, sir. 
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Mr. Hannett. I have nothing else. 
Senator ANpERSON. Three States? 
Mr. Hannetr. You have been sworn, have you? 


rt IRTHER TESTIMONY OF WILLIAM L. McINERNEY, THREE STATES 


NATURAL GAS CO. 


Mr. McInerney. I have been swon. 

Mr. Hannett. Has your statement been introduced in the record 

Mr. McInerney. Yes, sir; it has. I introduced it. 

Mr. HANNETT. W hen was Three States formed? 

Mr. McInerney. June 30, 1950, it was organized. 

Mr. Hannetr. Did it buy out other interests at the time it was 
ganized ¢ 

Mr. McInerney. Yes; at the time it acquired, to my knowledge, 

sehold acreage and acquired options that were already existing. 

“Mr. HANNETT. What organization is it resulting from? I mean, 
what companies were merged or how did it happen ‘ 

Mr. McLyurney. Well, my recollection, to the best of my knowledge, 
ind I believe it is pretty accurate, is that Byrd-Frost sold a large 
portion of its holdings to Three States when Three States was organ- 
zed, and I don’t know how recently thereafter they acquired some 
other aereage, I believe leasehold and option acreage, from a group 

led Morgan- Walton. 

It is a group of individuals, an association, and they may have 
icquired some other acreage around that time upon their organization, 
but it was allh by purchase. 

Mr. Hannerr. When you took over these companies, did you also 

ike over a lot of personnel from the companies? 

Mr. McInerney. I believe some of the personne] came along with 
the records; I believe in the land department or the lease department. 

Mr. Hannetr. Was Margaret Clark one of those personnel ? 

Mr. McInerney. Yes, 

Mr. Hannerr. She held a lot of lease acreage in her own name; is 
that correct ? 

Mr. McInerney. I am quite certain that she did. 

Mr. Hannerr. She was secretary of the corporation; is that right? 

Mr. McInerney. Yes, 

Mr. Hannert. Is she still secretary ? 

Mr. McInerney. No, she isn’t. 

Mr. Hannerr. When did she terminate her employment ? 

a McInerney. I believe it was about a year ago. 

Hannetr. And up through that period of time she held lots 
of fa se acreage for the company, , didn’t she? 

Mr. McInerney. I can’t quite tell what is a lot. I knew she held 
some, 

Mr. Hannerr. Did other employees also hold lease acreage for the 
ompany ? 

Mr. McInerney. I believe they do. 

Mr. Hannerr. They still do? 

Mr. McInerney. Yes. 

Mr. Hannerr. Madge Jones? 

Mr. McInerney. She is an employee of Three States. 
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Mr. Hannett. She holds lease acreage? 

Mr. McInerney. She holds options. 

Mr. Repwine. William V. Byrd is an employee or not an employee! 

Mr. McInerney. No, sir. 

Mr. Repwrxe. W. L. Cooper / 

Mr. McInerney. I believe he was an employee at one time. He may 
still be. 

Mr. Repwine. Joseph C. Gordon ? 

Mr. McInerney. He is presently employed. 

Mr. Repwine. Patricia S. Gulledge? 

Mr. McInerney. I do not believe she is employed. She could be, 

Mr. Repwine. Madge Jones? 

Mr. McInerney. She is. 

Mr. Repwine. O. H. McCartney? 

Mr. McInerney. To my knowledge he is not an employee. I don't 
know the man. 

Mr. Repwrine. Gloria Weihs? 

Mr. McInerney. I do not believe she is an employee. 

Mr. Repwine. How did these employees obtain their interest in these 
leases, Mr. McInerney ? 

Mr. McInerney. I really can’t answer that. I could get the infor- 
mation for you, but I can go this far, and I do know this much: That 
those names you read, I believe, were all, the present employees, were 
all previously employees of the Byrd-Frost growp, and I think the 
options that the Byrd-Frost group had at the time were the options 
purchased by Three States on acquisition, because they haven’t ac- 
quired any acreage subsequent to that time except, I think, eight 
instances they point out in this statement. 

Senator Anperson. When did they acquire Byrd-Frost ? 

Mr. McInerney. These Byrd-Frost properties they acquired upon 
their organization in 1950. 

Senator Anperson. It is hard to follow you because here is Mar- 
garet Clark. I am reading now from the report of Three States for 
June 30, 1953, and on page No. 81 here—TI don’t know what the actual 
page is—it says—“Option agreement was entered into by and between 

argaret Clark, a femme sole, optionor, and Three States Natural 
Gas Co., optionee, dated June 1, 1953, for a period of 2 years, covering 
leases as ollows,” and they list 3 leases with about 3,000 acres in it. 
Margaret Clark is secretary of Three States Oil? 

Mr. McInervey. That may have been a successive option. I do 
not know. 

Senator Anperson. Thank you. I wouldn’t want to get a renewal 
option in here. This might be then three successive options, a second 
option and successive option. 

Mr. McInerney. It is possible. It is also possible that some of 
that acreage may have been under a farm-out agreement where they 
had the right to earn that acreage if they did “certain development 
over a period of years, and it was possible at that time. 

Senator ANpErson. What about Caswell Neal? Was he used as an 
attorney for the company in getting this, or was this lease acquired 
previously ? 

Mr. McInerney. I do not know, but I imagine it was acquired 
previously, because, as I say, and as the company has stated here, only 
in a few instances have they acquired any new acreage. 
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Mr. Hannetr. Does Three States buy leases and put them in the 
names of employees ‘ 

Mr. McInerney. I believe from their statement here, page 3, they 
have pointed out that since their organization in 1950, they have 
acquired eight oil and gas leases, and I believe—I am not sure, but I 
could supply that information for the record by a supplementary 
statement—that that was acquired in employees’ names. 

Mr. Hannett. In other words, comparable to what El] Paso Natural 
testified? They buy the acreage and take it in the name of —— 

Mr. McInerney. They would furnish the funds or have an employee 
make the application for the lease. a: 

Mr. Hannetr. With the idea that they would take an option? 

Mr. McInerney. Yes. 

Mr. Hannett. Do you have any type of agreements comparable to 
the type of agreement that Phillips has with a “first refusal” ? 

Mr. McInerney. No, sir. 

Mr. Hannetr. Then as I understand it, there have only been eight 
applications for oil and gas leases which Three States has gotten sub- 
sequent to its organization; is that right ? 

Mr. McInerney. That ismy understanding, and so they have stated 
here. 

Mr. Hannerr. And all the prior acreage or all the acreage which it 
is reporting every time is acreage which was acquired at the time of 
its organization, other than those eight leases? 

Mr. McInerney. Yes, sir, around the time of their incorporation. 
I don’t know the exact dates. 

Mr. Hannerr. And this was held by your predecessors in title 


under the same type of arrangements by which you now hold it; is 
that correct ? 

Mr. McInerney. That is my understanding. Well, I believe I 
should qualify that. It was probably upon acquisition. Subsequent 
to that time t °y have formed units and they have taken assignments 

e 


and taken the lease acreage into themselves and formed units and 
relieved themselves of chargeability for it. 

Mr. Hannetr. As to some of it? 

Mr. McInerney. As to some of it. 

Mr. Hannert. The balance of it you continue under the option? 

Mr. McINeRNEy. Would be continued the same way. I am sure 
there are some leases that are carried the same as they were back 
in 1950 when they acquired them. 

Mr. Repwine. Mr. McInerney, I would like to call to your and your 
company’s attention the fact that in recent years since the reports have 
been signed by Madge Jones, rather than Margaret Clark, they have 
not been sworn to. I would like to call your attention to that. 

Mr. McInerney. That is surprising to me. 

Mr. Repwine. If you don’t know the answer to this, I wish that 
you would supply the committee with this information and that is 
whether Patricia S. Gulledge, who holds the option in about 20 cases, 
in some of the reports, is the same person as Patsy Gulledge, the 
notary public, who notarized these reports; if she is one and the same 
person, please ? 

Mr. McInerney. I will supply the information for you. 

(The information referred to was not supplied at the time the 
hearings were printed.) 
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Mr. Hawnnerr. At the time of purchasing these companies fron 
Byrd-Frost, and so forth, did you acquire interest in acreage in Utah 
from Byrd-Frost or this Morgan outfit that you mentioned? 

Mr. McInerney. I believe the Byrd-Frost acreage in Utah was q 
portion of the Clear Creek acreage which they now have extensive 
gas production on. I think the Morgan-Walton owned acreage jy 
that Clear Creek structure. I think they were combined. They 
worked out a trade with the Morgan-Walter group to kind of block 
out their structure. I believe that is pretty close. 

Mr. Hannetr. You have had no trouble taking these renewed oy 
successive options from your employees, have you ? 

Mr. McInerney. Apparently not. 

Mr. Hannetr. And there has been no new consideration, has there, 
Mr. McInerney ¢ 

Mr. McInerney. That I really don’t know. I don’t imagine there 
was, but I could find out. 

Mr. Hannett. I wish you would let us know. Is there an override 
given to the employees ? 

Mr. McInerney. Yes. They have a half of 1 percent. 

Mr. Hannett. For the use of their name? 

Mr. McInerney. Well, for holding the lease. It could amount to 
something if it were exercised. 

Mr. Repwine. I failed to mention that your latter day reports 
failed to show the length of the option, also, which is required by the 
statute. It only shows the date of the option, not how long the option 
runs. 

Senator Anprerson. That is all. 

Mr. McInerney. Thank you. 

Mr. Hannetrt. Is there any other oil company which I haven’t called 
on? Is there any other oil company present ? 

Senator Anpgerson. Is there any other testimony ? 

Mr. Hannett. Mr. Padilla, Mr. Henriques, we would like to have 
you back. 

Mr. Padilla, heretofore we have requested certain things be brought 
back by you at your convenience. We expedited that a little bit this 
morning. Have you been able to bring back any evidence of relin- 
quishments filed recently in the land office? 


FURTHER TESTIMONY OF FRED PADILLA, LAW ADJUDICATOR, 
BUREAU OF LAND MANAGEMENT, SANTA FE, N. MEX.; AND 
DOUGLAS HENRIQUES 


Mr. Papitia. Yes. We checked a few cases this morning, a few 
leases that were heretofore relinquished. 

Mr. Hannetr. What have you found? 

Mr. Paptiia. We found certain cases where the record owner of that 
lease refiled for the same land. 

Mr. Hannetr. What are those instances? 

Senator Anperson. Filed for the same land prior to the normal 
termination date of the lease? 

Mr. Papriua. No, sir; filed for the land after the lease was can- 
celed by that relinquishment. 

Senator Anperson. I had a letter from an operator who said that 
the lease started to terminate and that the owner of that lease would 
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fle a relinquishment late one —— and file an application for a new 


lease early the next morning and thereby acquire an extension beyond 
the normal 10 pe that the lease might run. 

[ inquired if there had been any cases of that nature. Is that what 
we are referring to now? 

Mr. Henriques. May I make an observation on that, sir? Late one 
night I believe is not wholly a correct statement. 

Senator ANDERSON. Just prior to the close of business in the after- 
noon. 

Mr. Henriques. It could be filed one day. The record could be 
cleaned of the lease, the relinquishment accepted, the lease canceled, 
and the record noted before the office opened the next day. That 


F could — There is no assurance that it will happen. It has 


happenec 

Senator Anprrson. It has happened ? 

Mr. Hannett. Have you found any of those instances? 

Senator Anpgerson. Go ahead and describe what you have here on 
this sheet. 

Mr. Papruta. In this case that I have here the lessee, Emmett D. 
White, filed the relinquishment. The record shows the lease was can- 
celed by relinquishment on August 14, 1956, and the same land was 
included in an application filed by the following day, 10 a. m., by 
Blanche V. White. _ 

Senator Anpgerson. Who relinquished it? 

Mr. Papmuia. Emmett D. White. 

Senator AnpgrsoN. That was her husband ? 

Mr. Papmua. Yes, sir. 

Senator Anprerson. She filed the next morning. Did she get it all 
right ? 

Mr. Paptina. Yes, she did. 

Mr. Hannett. Do you have other instances of that? 

Senator ANpErson. Let’s put the numbers in the record if you don’t 
mind. 

Mr. Papmiua. The serial number for this lease would be La Cruces 
063792. It was held of record by Southern California Petroleum 
Corp., E. A. Culbertson, and Wallace W. Irwin. That lease was 
canceled by relinquishment on August 11, 1956. On August 13, 1956, 
Southern California Petroleum Corp. filed an application for the same 
land in this lease. 

Senator Anperson. And did it get it ? 

Mr. Papinia. The lease was issued to Southern California; yes, sir. 

Mr. Repwing. How many acres of land were involved? 

Mr. Papriza. This involved a full section, 640 acres. 

Mr. Hannerr. Do you have others? 

Mr. Paprmua. Another lease, New Mexico 02370, was also held of 
record by Southern California Petroleum Corp., E. A. Culbertson, 
and W. W. Irwin. That lease was canceled by relinquishment on 
August 11, 1956, and an application was filed on August 13, 1956, by 
Southern California Petroleum Corp. At that same time, on August 
13, 1956, they filed another application; that is, Southern California 
Petroleum Corp. They later withdrew that application on August 
23, 1956. 


87402—57——27 
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Senator Anprrson. Did anyone else acquire the land! Auguy 
11 is a Saturday. 

Mr. Henriqugs. Yes, sir. 

Senator Anprerson. And August 13 is Monday, so while it might 
look like 2 days intervening, it was actually a simultaneous operation, 
more or less. 

Mr. Papiiia. Yes, you might say that. 

Senator Anperson. They did not get the lease then, that they 
relinquished ? 

Mr. Papmua. No lease was issued for that application that was 
filed on August 13. 

Mr. Repwixe. W hy was it not issued ? 

Mr. Papiiia. The application is still pending in our office. 

Mr. Henriques. They filed two applications simultaneously on the 
same land. 

Mr. Repwrne. The same people filed two applications? 

Mr. Henriques. That is correct. 

Senator Anperson. When there is a conflict you just let them run 
on? 

Mr. Henriques. No, sir, we throw them both out. 

Mr. Papua. In this case we would. 

Senator Anperson. Do I understand this land is open, then? 

Mr. Henriques. I think it has been filed since. 

Senator Anprerson. Do you know by whom ? 

Mr. Henriques. I believe Vincent Cuccia. 

Mr. Hannerr. One of those on whom we requested some acreage 
reports from Mr. Henriques or his predecessors. 

Mr. Repwine. January 1953, I believe it was. 

Mr. Henriques. It was in that same month of the 1953 checks. 

Senator ANpEeRSON. When would these leases normally have expired! 

Mr. Pavia. I don’t have the date of the leases here. 

Mr. Henriquts. I believe, sir, they were all September 1946 leases, 

Senator Anperson. So it was September 1956? 

Mr. Henriques. Yes. 

Senator Anperson. Then as to this contention that this oilman 
made, if that was not the practice up there, it was along that pattern 
at least. 

Mr. Henriques. The practice of transplanting is not a new prac- 
tice, sir. To cite a departmental decision, the case of Frederick D. 
Anderson, appeal No. 26911, decided July 28, 1954, relates to a situa- 
tion in the Los Angeles Land Office. The brief states: 


An existing oil and gas lease may be relinquished at any time by the record 
title holder by filing a written relinquishment in triplicate with the proper land 
office. Upon the notation in the appropriate tract book of the relinquishment 
of an oil and gas lease, the land becomes open to further oil- and gas-lease 
offers. 

There is nothing in the Mineral Leasing Act or regulations to prohibit a 
close relative of a lessee who relinquishes his lease from filing an oil- and gas 
lease offer for the relinquished land as soon as the land becomes open to further 
filing. 

Senator Anperson. However, in this case it was well recognized 
there was no way in the world anybody could have known this land 
was open. This was filed late in the afternoon, and early the next 
morning he comes in and gets his lease. 
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Mr. Henriques. He comes in and makes his filing the next morning. 

Senator ANDERSON. He wouldn’t have any doubt about whether he 
vas going to get it or not; would he? 

Mr. Henriques. He had no assurance, 

Mr. Repwine. Mr. Chairman, I submit he establishes a priority, 
certainly. 

Senator Anperson. The proof of the pudding is in the eating. He 
got it. All right. Would you think that a fruitful field for inves- 
tigation? Are there a great many of these running through? 

“Mr. Henriques. Since I have been in Santa Fe, I have not seen 
as many relinquishments as we had in Salt Lake City. The discus- 
sions we had at our conference in Denver this past week indicated 
that some other land offices are plagued with this same situation. 

Senator Anprerson. If you had a rule that after land had been 
relinquished, a notice had to be published somewhere for 2 or 3 days 
within 2 or 8 months of the end of the lease, everybody would be 
put on notice; wouldn’t they ? 

' Mr. Henriques. Sir, I think we would stir up a bigger lottery on 
oil and gas leases in the Federal land office than we now have on the 
ist of the month. 

Senator Anprerson. You certainly would, but you would comply 
vith the law. You would make them run out when they ran out. You 
wouldn’t give them 10 more years on top of the first 10 years. 

Mr. Henriques. If the law said that, we would be happy to do it, sir. 

Senator ANDERSON. They have taken sort of a successive lease on 
it, like the successive option. 

Mr. Henriquss. The first qualified offer is the person who gets the 
lease if the land is open. That, I believe, is the essence of the language 
inthe act. It is discretionary with the Secretary whether he leases. If 
he leases, it is mandatory to give it to the first person who files, if he be 
qualified. 

Senator Anprerson. Of course, he does it with the feeling that he 
has cooperation inside the land office or he wouldn’t dare leave himself 
wide open if he has a valuable lease. 

Mr. Henriques. I think that is not a proper statement, sir, if I may 
say SO, 

Senator AnprersoN. J don’t understand why a man would do it and 
take that chance if he didn’t feel he was fairly safe. 

Mr. Henriquss. I don’t know why he would take the chance either. 
No person can safely file for any land until he has checked the book 
to see if it be open. 

Senator ANpERSON. He doesn’t need to check the book. 

Mr. Henriques. If he files before that relinquishment has been ac- 
cepted, his filing is to no avail. 

Senator AnpEerson. Then you are absolutely current to the minute, 
to the hour, up there, aren’t you then, if this man files late in the after- 
noon and came in and applied early the next morning ? 

Mr. Henriques. Some of them have been; yes, sir. 

Senator ANpERSON. It is right up to date? 

Mr. Henriguss. It is not a sania pattern ; no, sir. 

Senator Anperson. Are you behind as much as 1 day, ever? 

Mr. Henriques. Yes, sir. 

Senator ANDERSON. Two days sometimes ? 

Mr. Henriques. Sometimes. 
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Senator Anperston. On these days you were right current. 

Mr. Henriques. On those days we were current. I believe M, 
Padilla has one where we were not current within 1 day. 

Senator Anperson. Which one is that ? 

Mr. Papiria. This lease, New Mexico 03767, was held of recon 
by C. K. Lowe. The relinquishment was filed, ee and leas 
canceled on September 25, 1956. On that same day Ralph F. Low 
filed an application at 10 a. m. for the same land, and other land. The 
following day, on September 26, 1956, Ralph Lowe refiled for the 
same land at 10 a. m. and so did another man file on September 9, 
1956, for the same land. 

Senator ANpErson. And what has happened ? 

Mr. Papua. Those applications, sir, are pending, still pending, in 
our office. Naturally, the application filed by Ralph Lowe on Septen. 
ber 25, 1956, was a premature filing, because he filed at 10 a. m, 
and the lease was not canceled and our records noted until 4: 40 p. m. 
of that day. That would be considered as a premature filing. 

Mr. Hannetr. But in the refiling, he came under the wire? 

Mr. Paprua. In the refiling he was all right. 

Mr. Henriques. We view it as such, but if somebody else filed the 
same time, we will have to have a drawing to determine which gets 
priority. 

Mr. Repwrxe. Am I correct in this: That when a man files a re. 
linquishment on a lease, as to when that land becomes open for refil- 
ing is entirely within the hands of some employee of the land office! 
Is that correct ? 

Mr. Henriques. Yes, sir. The tract book has to be cleaned of the 
preexisting lease. The cancellation has to be noted on the tract book 
before the land in that lease is open for further filing. 

Mr. Repwrinet. The only action that is necessary to make that land 
once more open for lease application is the action by some employee 
in the land office to make a notation that 15 minutes ago or last week 
some time the previous holder had relinquished? That is correct, 
isn’t it ? 

Mr. Henriques. In essence, that is correct. It takes a little more 
than that. They have to pull the lease file and have to be certain the 
person who signed the relinquishment is, in effect, the lessee, that the 
land reported in the lease to be relinquished is actually land within 
the lease, that the tract book be noted of the relinquishment, the plat 
book noted, the serial register noted, and a decision prepared. 

Mr. Hawnnetr. In the last 2 weeks has there been a substantial num- 
ber of relinquishments filed, more than usual ? 

Mr. Papriia. Not any more than usual. We have had several filed. 
Of course, it was the end of the month. 

Mr. Hawnnetr. Not any substantial number; is that right? 

Mr. Papi. No, sir. 

Mr. Repwrne. Has there been any substantial number of assign- 
ments filed in the last few days? 

Mr. Paprmua. I can’t answer that. 

Mr. Henriques. I can’t answer that for the last week. I haven't 
been in the office, but I believe that the assignments have not in- 
creased in numbers appreciably. It is something we can’t predict 
and the fact that we get 100 one day doesn’t necessarily mean any- 
thing except somebody mailed some in. 
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Mr. Repwrve. If, asa usual thing, we will say you were only getting 
15 or 20 and got 100, you would feel it was more than just somebody 
mailed some 10 ; wouldn’t you ? ' 

Mr. Henriques. Not necessarily. There might be a new area open 
for development. Somebody may be trying to put a block together 
and has all the necessary papers, so he has filed them. 

Mr. Hannetr. Hasn’t there been some unusual activity in the land 
office in the last 2 weeks by reason of people filing a number of relin- 
quishments ? i 

Mr. Henriques. I have not noted any particular change. 

Mr. Hannetr. Just the same as usual; is that right ? 

Mr. Henriques. It is a madhouse every morning. 

Senator ANDERSON. Did you get any other material which we had 
requested with reference to Mr. Featherstone, for example? 

Mr. Henriques. That isn’t complete yet, sir. We are still working 
on that. I understand that you are coming up to see us tomorrow, Mr. 
Redwine. 

Mr. Repwine. I am not going to be able to. My doctor told me to 
vo back to Washington. Will you mail that material? 

Mr. Henriques. Yes: we will mail that. 

Mr. Repwine. Will you have photostats made of 2 or 3 applications 
of Mr. Featherstone in which he lists his holdings and mail that to 
Mr. Hannett, please, because I will be unable to be there tomorrow ? 

Mr. Henriques. Yes, sir. 

Mr. Repwine. I would appreciate it if you would make those photo- 
stats in duplicate so that Mr. Hannett can furnish me with a copy 
of them in Washington. 

Mr. Henriques. We will. 

(The material referred to is in the committee files.) 

Mr. Repwine. Mr. Chairman, may the record show that there are 
certain stipulations as to witnesses that we would have heard which 
Mr, Hannett and I are working on with counsel representing com- 
panies that we would like to have in the record. We would like per- 
mission to put those into the record, if you please. 

Senator AnprersON. That will be aalale 

(The stipulation referred to follows :) 

It is stipulated by Stanolind Oil & Gas Co., through its duly authorized counsel, 
= — rosy Thompson were called as a witness, he would testify substantially 
aS IOLLOWS: 

1. That he has been employed by Stanolind for approximately 20 years, and 
is now the district landman at Roswell. 

2. That in the years 1946 and 1947 he was district landman at Amarillo, Tex., 
and had jurisdiction over the office of the land department of Stanolind which 
was located in Albuquerque, N. Mex., having been opened in late 1945 or early 
1946. That Larry P. Hine was the landman in Albuquerque and worked under 
the supervision of Mr, Thompson, who, in turn, operated under the direction of 
the Fort Worth division office of Stanolind. 

3. That on a number of occasions in the years 1946 and 1947, with the knowledge 
of Thompson, Hine invited his two sisters and brother-in-law to file applications 
for oil and gas leases on open Federal lands in the San Juan Basin in order 
that Stanolind might take options from them. In a number of these cases, 
the applications were assigned by the applicants in blank and the description 
was filled in by Mr. Hine. 

The funds which accompanied the application were usually paid by the 
applicant, but on some occasions, without the knowledge of Stanolind’s Tulsa 
office, Mr. Hine advanced the filing fee and rentals for his relatives from his 


personal funds. In those instances, he was reimbursed by the relatives when 
they received the consideration which Stanolind paid for the option. This con- 
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sideration, as in other cases testified by Stanolind personnel, was an amoy) 
equal to the filing fee, plus rentals paid with the application, plus an addition 
sum of 10 cents per acre. 

4. In a number of instances in 1946 and 1947, the two sisters and a brother. 
in-law of Mr. Thompson were also invited to file applications. These applies. 
tions were handled by Mr. Hine generally in the same manner as stated aboye 
for the applications made by Hine’s relatives, and in certain instances Thompgso) 
personally advanced the funds for his relatives also, receiving reimbursemept 
from the option consideration paid by Stanolind when the option was signog 
after the lease application had been filed. 

5. In the latter part of 1949 or early 1950 the Stanolind division office a 
Fort Worth issued specifie orders that relatives of company employees should 
not be invited to become applicants on acreage on which Stanolind desired 
options and since that date no relatives of Stanolind employees have acted as 
invitee applicants. 

6. Stanolind has never permitted employees to become applicants for Feder] 
acreage on which it desired to take options. Retired employees have and do 
hold acreage on which the company has taken options. 

Senator Anperson. Just before we conclude, I have a very brief 
statement that I want to put into the record at this time. 

Before recessing this hearing, I want to express the appreciation of 
the subcommittee and its staff for the cooperation and assistance 
extended by the companies and individuals who have presented testi- 
mony at this hearing. 

It seems to me that the hearings just concluded have rather clearly 
pointed up several respects in which the provisions of the Mineral 
Leasing Act need clarification and possibly modification. It is ap- 
parent that operations under the act do not conform to the interpreta- 
tion which I, at least, had placed upon the legislation enacted by 
Congress on the subject, and which seemed to be the understanding of 
the Congress when hearings were held on the leasing laws of 1946 
and 1954. 

It is also apparent that the construction of the legislation by the 
oil and gas industry has been somewhat uniform, and that the opera- 
tions under the act of the companies testifying has differed mainly 
in minor respects. This would seem to indicate that Congress needed 
to tie down compliance with the law, as well as direct. its enforcement 
by the appropriate agencies. 

The subcommittee would like to have the views of the oil and gas 
industry generally as to the questions raised by this hearing. To 
that end, I would like to invite any person or company engaged in oil 
and gas operations upon public lands to file statements with the com- 
mittee on all or any of the following questions: 

1. The applicability of the present acreage limitations to a family, 
including particularly the question of the effect of the community 
property doctrine upon acreage limitations applicable to husband and 
wife. 

2. The justification for unitization other than as it affects acreage 
limitation, and whether or not acreage exemption should be granted 
unit lands prior to production. 

3. Under what circumstances—if ever—prior to actual assignment 
of the lease acreage held under option may become chargeable as 
owned acreage under the present provisions of the act. 

4. Should the present provisions of the Leasing Act with reference 
to the taking or renewing of options be changed, and if so, in what 
respect? Does the taking of successive options identical with the 
original option except as to terminal date avoid the requirement that 
options be not renewed ? 
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5, Should competitive bidding be used to a greater extent in the 
leasing of Federal lands ? 

¢. As now construed and applied, are acreage limitations serving 
any useful purpose ? = . 

[ am particularly interested in the views of legitimate independent 
oil and gas operators on the public domain. It is my understanding 
that the present limitations on acreage were enacted primarily for 
their protection and encouragement. I would like to have their 
opinions as to whether the present law is accomplishing that purpose, 
and their suggestions as to possible changes. 

All statements should be signed and verified by a responsible official, 
and should be filed prior to November 1, 1956. 

The hearing is in recess pending call of the chairman. 

(Numerous replies to this announcement by the chairman appear in 
the appendix, the time for filing of same having been continued to 
December 15, 1956.) 

(Whereupon, at 3:20 p. m., the subcommittee recessed, to recon- 
yene at the call of the chairman.) 
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APPENDIX 


SHeixt On. Co. UNiT1zEp FepERAL Pusiic Domain LAND 


The following is a compilation, by States, of the Federal public domain net 
acreage held by Shell Oil Co. and presently included in units approved by 
the United States Geological Survey. This compilation is accurate to the best 
of my knowledge and belief : 


| Shell’s net 

File number assigned by (public-domain 

U. 8. Geological Survey | acreage in 
unit 


—_— 


State of California: Kettleman Hills North Dome unit 


State of Montana: 


Gas City unit 

Pine unit 

Cabin Creek unit 
Cedar Creek unit No. 2 
Cedar Creek unit No. 
Cedar Creek unit No. 
Cedar Creek unit No. 
Cedar Creek unit No. 
Cedar Creek unit No. 
Cedar Creek unit No. 
Coral Creek unit 


State total 


State of Nevada: 
Baker Creek unit. 


Eagle Springs unit.......... asesgutlipieiaiesdadl iidbtiindbauetiboed 


State total 
State of New Mexico: 
Bluitt unit 
Bell Lake unit 
State total 


State of North Dakota: 


Cedar Creek unit No. 8A-.................... 


Cedar Creek unit No. 8B 
State total 
State of Oklahoma: Elk City unit 
State of Utah: 


North Ouray unit 
Recapture Creek unit 


State total 


State of Wyoming: 
South Crazy Woman unit 


4, 813. 97 
19, 046. 22 
816. 03 
60. 38 
159. 33 
960. 00 
4, 941. 46 
60. 00 

3, 396. 20 
2, 713. 38 
2, 719. 95 


39, 686. 92 


1, 244, 16 
57, 003. 86 
58, 248. 02 


14-08-001-1239 12, 312. 97 
14-08-001-1066. 607. 92 


2 OR ING BiB ocak ctnwcvséccoss 


SOUR) NOs BP: oc ccciicsecdcecs 


14-08-001-1204...........- 
14-08-001-556 _ - ‘ 409. 03 


of 14-08-001-1641............-.. 13, 600.00 


14-08-001-1671 ..............- 2, 124. 70 
14-08-001-2917 5, 658. 46 
35, 994. 52 


Government Hill unit......____- ed ha ty be a5 3, 037. 94 
West Sage Creek unit............... Pi eek dtm cinbiate c ba al 325. 99 


State total____._. bela lin Sites crashes pigbasusbastanecdunachers 
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The above compilation covers public-domain lands only ; however, as a matter 
of information Shell also owns leases covering acquired lands within approved 
units to the extent of 9.12 acres in Texas and 120 acres in Montana. 


RosBert L, Trorr. 
Subscribed and sworn to before me this 11th day of Octobed 1956. 


[SEAL] AUDREY M. STONEMAN, 


Notary Public, Tulsa County, Okla. 
My commission expires May 15, 1958. 


Humere Or & REFINING Co., 
Houston, Texr., November 28, 1950. 
Hon. Cirinton P. ANDERSON, 
Hon. JosepH O’MAHONEY, 
Hon. Barry M. GoLpwATER, 
Members of Special Subcommittee of the United States Senate Committee 
on Interior and Insular Affairs Investigating Federal Land Leasing Laws 
and Practices, Washington, D. C. 


GENTLEMEN: Pursuant to the invitation extended by your chairman, Senator 
Anderson, at the close of the hearing held in Albuquerque, N. Mex., in Septem- 
ber, Humble Oil & Refining Co. desires to submit the following statement of its 
views on the questions as to which comment was invited. 

Generally, it is Humble’s view that the leasing laws and practices should be 
designed to promote reasonable development of the public domain under a com- 
petitive system pursuant to which all persons in the oil and gas industry have 
an opportunity to participate to the benefit of the Federal Government as a land 
and royalty owner, the people of the country as consumers of oil and gas and 
their products, and the members of the industry as participants and operators 
in a business enterprise. It is with this object in mind that our views are 
expressed and our recommendations are made. 

As an operator in the oil and gas industry with experience in connection with 
acquiring leases under the present leasing laws, under the Outer: Continental 
Shelf Lands Act and under various State laws, we have some rather definite and 
specific ideas with respect to the Federal leasing law as a whole which we sin- 
cerely believe to be in the interest of the basic objective expressed above and 
which are applicable equally to the public domain lands and to acquired lands. 
These ideas result in the following recommedations for amendments to the 
present leasing laws: 

(a) The present limitations on the amount of acreage that can be held under 
Federal lease by any one person, firm, or corporation should be eliminated en- 
tirely. Leases on Federal lands should be issued only on the basis of competitive 
bidding by sealed bids. The Secretary of the Interior in the lease offering should 
stipulate that all leases would carry a fixed royalty (not less than one-eighth 
and an annual rental appropriate to the area (specified by the Secretary in the 
offering), with the award being made on the basis of largest cash bonus. Bids 
on a portion or portions of a tract should not be accepted. If particular Federal 
land is being drained, the Secretary could make the bid and any lease issued 
subject to binding drilling obligations and other appropriate stipulations in his 
discretion. All leases should be for a primary term of 10 years (rather than 
the present 5-year term with a preferential right to renew for an additional 5 
years) without right of further extension, except by drilling or reworking opera- 
tions or production, either on the lease or on any unit area within which the 
lease may be included. Tracts offered for lease should contain a minimum of 
640 acres and a maximum of 5,760 acres (9 sections of 640 acres), unless a 
tract of less than 640 acres is surrounded by other acreage not available for 
leasing in which event such smaller tract should be offered for lease. 
The Secretary of the Interior should receive periodic nominations for tracts to 
be offered for lease, and the sales should be handled in the various land offices in 
@ manner similar to that used under the Outer Continental Shelf Lands Act. 

(b) The present provisions of the law and regulations pertaining to option- 
type holdings should be abolished, as they would serve no useful purpose under 
a leasing procedure such as is suggested above. A competitive bidding procedure 
is, in itself, a sufficient safeguard against monopoly. 

(c) In the alternative, if acreage limitations are to be retained, the limitation 
should be increased to 500,000 acres which may be held under direct Federal 
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lease, such limitation to be on a per State basis and to apply to any one distinct 
entity such as a family, firm, corporation, etc., with no distinction being made 
hetween public domain and acquired lands, insofar as the increased acreage 
limitation is concerned. Even under this suggested change, Federal leases 
should be issued on the basis of competitive bidding as described under (a) 
above, and, in addition, producing acreage should not be chargeable against a 
jessee’s acreage quota ; nor should acreage included in approved units or approved 
cooperative or operating agreements be included in the limitation. 

(d) In the event that the present acreage limitations are not altered and 
leases continue to be issued to the first qualified applicant on a noncompetitive 
basis, productive acreage should be excluded from the limitation, The present 
rule excluding unitized acreage and acreage included in approved operating and 
development agreements from the limitation should be retained. Further, 
under these circumstances, the present type option procedure should be supple- 
mented so that an operator would be permitted to secure options on Federal 
acreage direct from the Interior Department. 

Our view on some of the basic points on which comment was invited is 
apparent from the foregoing, but we will set out below a more particular state- 
ment on each of the points. 

(1) We have already expressed the view that in our opinion acreage limita- 
tions should be removed and competition should be promoted by a system of com- 
petitive bidding. The acreage limitation serves to stifle competition, gradually 
eliminates the ability of developers of the public domain to compete for leases, 
and thus serves only to retard development of the public domain. However, 
if the present acreage limitations are retained, we have no particular concern 
with their application to a family, except that the rule should be clear and, 
in our opinion, it should have uniform application throughout the various 
States. 

(2) It is difficult to conceive that there is a real need to justify unitization, 
the benefits of which are so widely recognized and accepted today without re- 
gard to whether there is a problem of acreage limitations. Unitization has 
come to be a word with a meaning synonymous with conservation of our oil 
and gas resources. (See a discussion by Keplinger before the Western Canada 
Conference on Financial Management and Petroleum Accounting, the Baniff 
School of Fine Arts, University of Alberta, Canada, 1954.) Members of the 
Bureau of Mines in Technical Paper No. 130, published in 1916, discussed the 
various types of waste in oil and gas field production and foresaw the need for 
unitization at that early date, and the Federal Government has long been one of 
the foremost exponents of unitization, the first legislation thereon and recogni- 
tion thereof by Congress being in 1930. Since 1935 Federal leases have con- 
tained a provision requiring the lessee to participate in a reasonable cooperative 
or unit plan at the instance of the Secretary of the Interior. 

Conservation is interpreted to mean obtaining the greatest ultimate recovery 
of oil and gas from the earth by the most economical methods and unitization 
is a means by which conservation in this broad sense can be accomplished. Uniti- 
zation makes possible elimination of the wasteful practices associated with un- 
regulated drilling and the taking from such wells of the oil and gas those wells 
“an produce, or are allowed to produce, and substitution of the scientific opera- 
tion of a common reservoir, or logical part thereof, as a single lease. Unitiza- 
tion for purposes of operation and depletion of a given reservoir is obviously in 
the interest of conservation. 

Allowables can be transferred from one well to another to effect the most 
efficient drainage. Maximum recovery of oil or gas is obtained by practices 
which are related to the structural and physical circumstances of the oil or gas 
entrapment. The energy which affects the movement of fluids does not recognize 
lease or property boundary lines and, therefore, each pool must be treated as a 
unit in order to realize the greatest recovery and economical benefit. 

Fieldwide unitization facilitates and permits initiation of pressure main- 
tenance by injection of gas or water, secondary recovery methods by water 
flooding, cycling, underground storage of gas or liquid products, or any method 
of operating the field which will increase the ultimate recovery and promote 
conservation. Perpetuating lease lines and operating a reservoir on any basis 
other than as a unit is generally a compromise with the greatest ultimate 
recovery. Unitization makes possible the elimination of : 

(1) Unnecessary well drilling. 
(2) Unnecessary operating costs. 
(3) The race to overdrill. 
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(4) Waste of steel. 

(5) Underground waste of reservoir energy. 

(6) Waste of the oil and gas. 

Unitization permits: 

(1) Proper location of wells and well spacing. 

(2) Control of reservoir energy. 

(3) Production without waste and in an orderly manner with retentioy 
in its natural reservoir until needed. 

(4) The most efficient use of propulsive agents into the reservoir for 
pressure maintenance or secondary recovery. 

(5) Consolidation of properties for single operation of a common reger. 
voir or logical part thereof. 

(6) Fieldwide energy studies and application of conclusions. 

(7) The best assurance for equitable fieldwide participation by a) 
owners of interests in the oil and gas. 

Unitization of acreage held under various leases prior to drilling or discovery 
of oil or gas is in like measure in the interest of conservation. It makes possible 
a sequence of drilling and exploration that will result in the most efficient de. 
velopment program in order to discover oil or gas. Conversely, if lease terms 
require that each well be drilled without being able to utilize to the maximum 
advantage previous geological information, the odds are materially increased 
that unnecessary wells and an excessive number of dry holes will be drilled, 
In many instances a rapid and random exploration of individual leases results 
in deferring the discovery of important reserves and in some instances, it is 
eertain, in leaving reserves undiscovered in the ground. A number of cases 
can be recited where important reserves have remained undiscovered for more 
than 20 years as a result of exploration efforts on a lease basis which were 
abandoned prematurely and where important reserves have been discovered as a 
result of unitized operations which probably would have remained undiscovered 
for some period of years in the absence of unitization. 

Unitization gives the operators an opportunity to discover all of the reserves 
or reservoirs associated with a structure and offers a greater incentive to the 
operators to invest more capital for exploration and development than operators 
of individual leases covering only a portion of a structure. With unit operation 
of the entire area covering an individual structure, the operators are in a better 
position to make a commitment for a specific exploration program that will 
adequately test all possibilities for the commercial accumulation of oil or gas, 

Furthermore, it is often desirable to conduct additional seismic operations on 
a project after drilling one or more exploratory wells as an aid in evaluating 
the subsurface control. Time may not permit the additional work if an operator 
is faced with perpetuating a number of individual leases, and failure to employ 
all available techniques of oil finding may result in improper exploration and 
testing of a structure. 

Unitization prior to discovery of oil or gas is also desirable in the elimination 
of the attendant delays in negotiating unitization and operating agreements, 
particularly after discovery of oil or gas and conflicting interests begin to 
assert themselves. The delays in negotiation may result in many of the benefits 
of unitization being lost before the program can be placed in operation and the 
incurring of the wastes which unitization can eliminate. 

An incidental benefit of unitization of considerable public interest is that 
unitization lowers exploration and development costs and, in most instances, 
results in a sharing of risk by several operators, leaving each with capacity to 
do further exploratory work, all of which serves to make oil or gas and their 
products available to the public at reasonable prices. 

Both Congress and the Department of the Interior have approved a policy 
under which exploratory or development areas may be unitized under the general 
principles of conservation stated above, without regard to the singularity or 
diversity of lease ownership. This policy has been in effect for more than 30 
years and the Department of the Interior, as an active proponent of unitization, 
as a means of conservation has contributed much engineering research in this 
field. (See Morrell Unitization of Public Lands in New Mexico, presented before 
the Public Lands Committee of the Interstate Oil Compact Commission, 1955.) 

While we are urging elsewhere herein the removal of acreage limitations, if 
such limitations are to be retained, the exemptions therefrom should be retained 
for and have application to unit lands prior to production as well as unit lands 
after production. 

(3) As our testimony at the hearing showed, Humble’s present practice with 
respect to the purchase of options is to deal at arm’s length with the optionor. As 
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long as this is the method of trading employed, then there are no circumstances 
under which lease acreage held under option should be chargeable to the optionee 
as owned land under present provisions of the law. ; 

(4) As a part of our recommendations for amendments to the leasing law, 

. have already stated that in our opinion the present provisions for options 
<hould be abolished. Leasing under competitive bidding is a sufficient guarantee 
tl there will be no monopoly or unreasonable concentration of lease acquisi- 
ions. If the present option provisions are to be retained, we believe that pro- 
vision should be made for the acquisition of options directly from the Govern- 


Tr 


ment. : s $ * ‘ ‘ : 
We do not believe that the taking of successive options in identical terms with 


the original option, except as to terminal provision, is necessarily a renewal of 
the original option and is, therefore, to be condemned. Whether the second 
option is a renewal depends upon the circumstances of its negotiation, that is 
whether it was negotiated in good faith and at arm’s length. 

(5) The basic premise of our recommendations for amendments to the leasing 
law is the use of competitive bidding in the leasing of Federal lands. Competi- 
tive bidding offers a system of leasing completely free of opportunities for abuse. 
There is complete freedom of competition and opportunity and experience in 
the leasing of the Continental Shelf and Indian lands and in the leasing of 
State and State-institution lands has demonstrated that no monopoly or un- 
reasonable concentration of lease acquisitions results therefrom. Such a method 
of leasing stimulates interest in the lease sales, increases the number of persons 
interested therein, and results in a greater return to the Government for its 
leases. When the ease with which the competitive-bidding system can be ad- 
ministered and the money received by the Government under it for leases in the 
Continental Shelf area and for leases on Indian lands are compared to admin- 
istration of the present system of leasing public domain and acquired lands, 
and the money received by the Government for such leases, there is no doubt that 
the competitive bidding system is preferable. 

(6) As a part of our recommendations for amendments to the leasing law, we 
have already indicated that in our opinion acreage limitations should be abol- 
ished. Such limitations have been imposed in an effort to prevent monopoly 
and an unreasonable concentration of leaseholdings. A more competitive system 
of leasing the Federal lands will more nearly accomplish these ends without the 
attendant disadvantages flowing from the acreage-limitation provisions, Under 
the existing system, an operator, if at all successful, gradually works himself 
out of business and eliminates himself as a prospective developer of the public 
domain. The oil business is a tremendously expensive, hazardous, and competi- 
tive business in itself, and with gradual elimination of operators from a position 
of eligibility to compete for leases, the public domain will approach the position 
of being without interested developers for the reason that none remain eligible 
who also possess the money, ability, and courage to take the risk. ‘This all 
works to the detriment of the Government as a land and prospective royalty 
owner and to the public, not only in the benefits thus indirectly accruing from 
the leasing and development of the public domain, but also in the availability 
of petroleum products and natural gas, 

If acreage limitations are to be retained then acreage held under producing 
leases aS Well as acreage held under leases committed to an approved unitization 
or operating and developing agreement should be excluded from the limitation. 
This would serve to encourage prompt development of leases and their proper 
operation for conservation purposes. 

Respectfully submitted. 

Hines H. Baker, President. 


ROswELL, N. Mex., October 8, 1956. 
Mr. GrorGE HANNETT, 
Attorney at Law, 
First National Bank Building, Albuquerque, N. Mea. 


Dear Mr. HANNETT: Pursuant to our conversations and the request of the 
Senate subcommittee, I am enclosing herewith the following: 
1. Original and one executed copy of affidavit of E. G. Woodall, dated 
October 2, 1956. 
2. Original and one executed copy of affidavit of Russell G. Connolly, 
dated October 3, 1956. 
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I would appreciate it if you would include these affidavits in the transcript o 
the proceedings before the subcommittee in the recent hearings in Albuquerqy 
in order that the record will be complete insofar as Gulf Oil Corp. is concerneg 

Thanking you for your assistance, I am 

Very truly yours, 
CAMPBELL & Russet, 
JACK M. CAMPBELL. 
STATE OF COLORADO, 
City and County of Denver, 88: 

Before me, the undersigned authority, on this date personally appeared BE, ¢ 
Woodall who being by me duly sworn on oath, deposes and says that he js 
Senior Clerk in charge of Federal lease records in the Denver Productio; 
Division of Gulf Oil Corporation and that he has authority to make this affidayit 
Affiant says that through inadvertence there was omitted from the Federgj 
lands listed in the affidavit of Henry D. Bedford heretofore delivered to the 
Senate Subcommittee, which has been sitting in Albuquerque, New Mexico, a 
tract of 191.48 acres of public domain land which is, according to this Affiant's 
information and belief, presently held under lease in the State of Louisiana by 
Gulf Refining Company. 

That Henry D. Bedford is absent from Denver, Colorado, and Affiant makes 
this affidavit in order that the foregoing information be delivered into the hands 
of the Subcommittee with the least possible delay. 

Further Affiant saith not. 

[SEAL] E. G. WooDALL, A/ffiant. 


Subscribed and sworn to before me, a Notary Public, this 2d day of October 1958, 


DELAINE JOHNSON, Notary Public, 
My commission expires June 3, 1959. 


STATE OF PENNSYLVANIA, 
County of Allegheny, 88: 

Before me, the undersigned authority, on this day personally appeared Russell 
G. Connolly who, being by me duly sworn, on oath deposes and says: 

That he is Secretary of Gulf Oil Corporation, a Pennsylvania corporation, and 
as such has authority to make this Affidavit; 

That Guif Oil Corporation owns the percentage of capital stock indicated below 
in the following corporations, which, according to Affiant’s information and 
belief, own Federal oil and gas leases and options, or either of them, in the Public 
Domain in some of the states of the United States and/or in Alaska: 

Percent 
Gulf Refining Company, a Delaware corporation 
Western Gulf Oil Company, a Delaware corporation 
Warren Petroleum Corporation, a Delaware corporation. 


and no others. 

Affiant further says that Gulf Oil Corporation owns no shares of stock in 
The British-American Oil Producing Company, a Delaware corporation, but 
owns 57.518% of the capital stock of The British American Oil Company Limited, 
a Canadian corporation. 

RUSSELL G. CoNnNOLLY. 


Sworn to and subscribed before me, a Notary Public, this 3d day of October 1956. 


[SEAL] Dorotuy M. HuGHes, 
Notary Public, Pittsburgh, Pa. 
My commission expires January 7, 1959. 


Da.uas, Tex., October 9, 1956. 
Hon. CLINTON ANDERSON, 
United States Senate, 
Senate Office Building, Washington, D. C. 

Dear SENATOR ANDERSON: I am writing this letter in response to your request 
for views from the industry concerning the Federal Leasing Act. 

I am a small independent producer active in the Rocky Mountain area. 

I strongly feel that the position of the independent would be weakened to 4 
considerable degree if the present leasing procedure were changed and the same 
leases issued on competitive bids. 
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I feel that present acreage limitations and the provision of regulations with 
reference to the taking or renewing of options should not be changed. 
Yours very truly, 
WiLitaM J. CAREY. 


THe Texas Co., 
New York, N. Y., November 21, 1956. 


Mr. George W. HANNETT, 
Special Counsel, Special Subcommittee of the Senate Committee on In- 
terior and Insular Affairs, Albuquerque, N. Mea. 


Dear Mr. HANNeETT: This is in reply to Senator Clinton P. Anderson’s letter 
to Mr. A. ©. Long of September 25, 1956, requesting that the Texas Co. submit 
to you a summary of its operations under the Mineral Leasing Act in further- 
ance of the study of oil and gas leases and options on Federal Lands being made 
by the above special subcommittee. 

This information is summarized in three parts, namely: 


[. The manner in which the Texas Co. acquires oil and gas leases and option 
agreements on lands owned by the United States in the States of Teras, 
Vew Mezvico, Utah, North and South Dakota, Idaho, Montana, Wyoming, 
Colorado, and portions of Nebraska 

A. Areas not already under Federal lease or covered by applications for 
Federal leases.—Areas in which the Texas Co. is interested are checked by our 
own personnel as Well as sometimes by independent lease brokers to ascertain 
whether, insofar as public domain or acquired lands are concerned, there are 
already outstanding Federal leases or applications for Federal leases. If there 
are public domain or acquired lands in that area which are not covered by leases 
or applications for leases, usually an arrangement is made with an independent 
broker for the delivery, if this can be accomplished, to the Texas Co. of leases 
or 3-year options from tlhe lessees or applicants for lease. 

Ordinarily the consideration for the option includes reimbursement of the 
filing fee and of the first year’s advance rental and payment or reimbursement 
of subsequently accruing rentals while the option is in force. The option gen- 
erally provides, in the event it is exercised, that the optionor shall receive a 
certain sum of money or an overriding royalty of from one-half to 1 percent of 
the production or sometimes both. If the optionor is the borker, the considera- 
tion also includes some payment such as 25 cents to 50 cents an acre, or oc- 
casionally up to $1 per acre. If the optionor is not the broker, some payment is 
made to the broker for his services in delivering the option. If the option is not 
maintained or exercised, the company has no further right in respect to the lease. 

B. Lands already under Federal lease or covered by applications for Federal 
leases.—1. If we are interested in the area, we contact the applicant or the lessee 
either directly or through a broker to determine on what basis we can acquire the 
lease, if already issued, or an option on the lease which has been issued or ap- 
plied for, and the terms on which we buy the lease or acquire the option as well 
as the fee or consideration for the broker’s services, if a broker is used, are a 
matter of negotiation. 

2. Frequently persons who have acquired or applied for a lease submit same 
to us directly or through their broker, and the acquisition of the lease or an 
option thereon is a matter of negotiation. 

C. Assignments acquired by exercise of option—The nature of our business is 
such that most options never ripen into assignments ; however, at the conclusion 
of a seismic or other evaluation program, or when we are ready to drill a test on 
wildcat or semiproven acreage, or upon drilling nearby by others, we review our 
acreage situation and exercise our options as to leases on which we desire to take 
assignments, with due regard to our other direct acreage holdings. Notice 
of the exercise of such option is given the optionor. It is also our custom to 
exercise our options prior to subjecting the acreage to a unit agreement. 

D. Persons used in acquiring options or leases.—-Leases are acquired through 
nonrelated professional independent lease brokers except when the Texas Co. 
itself files an application or negotiates directly with the owners or holders of 
existing leases and options. 

The company has on occasions used a broker who was formerly an employee 
but who retired some years ago because of ill health. He operates his own 
business and has established himself as an independent lease broker. Recently, 
another independent lease broker used was a former employee of the Texas Co. 
who resigned in May 1955. A third independent lease broker formerly used in 
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this work since 1948 died in August 1955. His surviving wife, to whom he was 
married in 1942, has been employed by the Texas Co. since 1922. We are pow 
exercising options held from the deceased husband on some leases which upoy 
his death were inherited by his surviving wife. These three brokers did not 
work exclusively for the Texas Co. It is our understanding that the overwhelp. 
ing majority of their business has been from sources other than the Texas (, 

fxcept for the three brokers mentioned above, we have not used any Texas 
Co. employee, retired employee, or known relative of an employee in the acquj. 
sition of oil and gas leases or options on public lands. 

These lease brokers have had complete freedom in their methods and actiyj. 
ties leading to acquisitions of Federal leases, except in situations where retaineg 
to negotiate with persons already holding desired Federal acreage under lease, 

No subsidiary of the Texas Co. holds any leases or options under the Minera} 
Leasing Act. 


lI. Statement concerning the policies enunciated by the witnesses Stull and 
Whitford 

We have reviewed the testimony of the witnesses Stull and Whitford contained 
in the stenographic transcript of the hearings held in Albuquerque, N. Mex, 
on September 20 and 21, 1956, at pages 60 to 156, inclusive, and pages 305 to 423, 
inclusive. This testimony comprises 214 pages, and consequently in this sun- 
mary it is difficult to be certain we have stated every instance where our prac. 
tices differ. However, we have noted some basic differences in our practices from 
those enunciated by these witnesses, particularly on one point: 

We do not use third persons who fit the definition of “straw man” in the sense 
such term was used by Mr. Stull. We have used no employees, known relatives 
of employees, or retired employees in the acquisition of Federal oil and gas 
leases or options except as stated above. 

The great majority of our leases on both public and private lands are acquired 
through independent lease brokers, There is no essential difference between 
private and public lands in the company’s relationship to these brokers. 

The Texas Co. uses independent brokers for reasons of organization and 
economy. This avoids the maintenance of a large leasing staff and obviates 
the necessity of much travel over wide geographical areas. In determining 
whether we use one of our salaried leasing staff or independent broker, we con- 
sider the location of the land and the workload of our leasing staff. 

Some other respects in which our policies differ from those outlined by the 
witnesses Stull and Whitford are: 

1. Our practice concerning the payment of deiay rentals on leases held under 
option is different from the procedure mentioned by Mr. Whitford in his testi- 
mony appearing at page 110, et seq., of the transcript. In some cases prior to 
the exercise of an option and before a lease is assigned to the Texas Co., when 
a broker is the record owner of a lease, he is advanced and pays the amount of 
the delay rental and furnishes us with copy of the receipt evidencing such 
payment. 

2. Mr. Whitford states in his testimony appearing at page 116 of the transcript 
that Stanolind sometimes chooses persons not at all familiar with the oil busi- 
ness. Our leasing, when not done in the name of the Texas Co., is generally 
handled through independent lease brokers who are familiar with the oil busi- 
ness and operate as professionals in the business of leasing public and private 
lands and assigning or selling the leases to others. 

3. Mr. Whitford’s testimony at page 125 of the transcript, states that probably 
all of the lease applicant’s used by his company in Idaho, Nevada, and Florida 
were invitees and that a large percentage in the other States listed were prob- 
ably invitees. The Texas Co. does not invite people to make offers or appli- 
cations to lease for it. 

4. We do not follow the practice mentioned in Mr. Whitford’s testimony at 
page 130 of the transcript of preparing offers or applications to lease for the 
brokers. This work is done by the brokers themselves. 

5. After the passage of the 1954 amendment to the Leasing Act authorizing 
3-year options, we have generally attempted to negotiate 3-year options. How- 
ever, there are numerous instances where the owner of the lease was unwilling 
to grant a 3-year option and we have had to accept a 2-year option. This relates 
to Mr. Whitford’s testimony at page 135 of the transcript. 

6. Referring to Mr. Stull’s testimony appearing at page 817, et seq., of the 
transcript, we use no attorneys, employees of the Texas Co., or others retained 
by us in Washington to prepare and file offers for lease for our account. Our 
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small office in Washington is used only for developing information from the 
racords of the Department of the Interior in connection with the titles to lands 
owned by the United States, both acquired and public domain. No one in this 
office is asked to prepare or file offers to lease in their own name or to execute 
opti s or assignments of leases to the Texas Co. We have upon several oc- 
easions, in connection with lease sales held in Washington on lands located upon 
known geological structures, had secretarial employees in our Washington office 
physically deliver bids, prepared elsewhere, for leases in the name of the 
Texas ‘oO. 

7. Mr. Stull’s testimony appearing at page 322, et seq., regarding compensa- 
tion for his services in filing applications for leases for Stanolind Oil & Gas 
Co., makes no mention of overriding royalties. It is the practice of the Texas 
Co. to reimburse brokers and optionors with whom it does business their filing 
costs and, in addition, pay them a cash fee plus an overriding royalty. As stated 
above, the fee is usually from 25 cents to 50 cents per acre and in some instances 
has been as high as $1 per acre. The overriding royalty will vary from one-half 
of 1 pereent to 1 percent, depending upon our agreement with the broker. 

8. With respect to Mr. Stull’s testimony appearing at page 331 of the tran- 
script to the effect that Stanolind’s option reports are filed with the Bureau of 
Land Management through his office, our procedure differs in that our semi- 
annual reports are mailed from our Denver, Colo., office to our Fort Worth, 
Tex., office directly to the bureau of Land Management in Washington. 

9. Reference is made at page 407 of the transcript to the practice of signing 
lease applications in blank. We have no knowledge or information that this 
practice has ever been followed by the Texas Co. 


III. A summary of acreage holdings in the States mentioned in I above, together 
with the detailed statements of such acreage holdings by States as of Oct. 
18, 1956 


A, DIRECT HOLDING 


Public do- Acquired 
main lands lands 


ie iaialderce 0 918. 74 918. 74 

Colorede. sobs. wl ksthecde es beh baie ste 31, 833. 16 0 31, 833. 16 
Wyoming... cael : 43, 816. 84 0 43, 816, 84 
Montana. ....--- . thon ianihen ak meas * ane 7, 894. 81 867. 60 | 8, 762. 41 
North Dakota S88 abt 11, 947, 67 31, 508. 83 43, 456. 50 
Utal ‘ Soke ! 2, 452. 57 0 2, 452, 57 
hee 31, 383. 44 0 | 31, 383. 44 

| 


* ACREAGES) 





| 
Texas. ote) 0 
New Mexico > . 1, 581. 3: 1, 581. 3: 
OOMID., ..\ dcitea detdtenas toe ana coke + Kara “os 16, 890. 6 16, 890. 6 
Montana ‘ 5, 492. 5, 492 
Wyoming 17, 261. 17, 261. 
: 6, 542. ¢ 


C., HOLDINGS UNDER OPTIONS 


0 

“re Mexico... . i eild = 
Utah __. ’ 174, 482. 60 
Colorado eat hh a 84, 743. 65 
66, 427.11 
ig 9, 689. 94 
South Dakota 29, 424. 21 
Wyoming. oe 189, 147. 70 


Details of these holdings are attached and set out the information you desired 
in connection therewith. 

We hope the information in this letter and the attachments will be helpful 
to the special subcommittee in its study of this problem. If a witness is desired 
at a later date, we shall be pleased to designate someone from our organization 


87402—57——_28 
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whom we feel is qualified to testify about such matters as to which you 
indicate testimony is desired. 
A copy of this letter has been sent to Senator Anderson to advise him o 
our compliance with his request. 
Very truly yours, 


may 


E. R. Fiitey, Vice President. 


THE Supertor Or Co., 
Casper, Wyo0., November 2, 1956. 
Hon. CLINTON P. ANDERSON, 
Chairman, Special Subcommittee of the Committee on Interior and Insulqy 
Affairs, United States Senate. 

DEAR SENATOR ANDERSON: In reply to your letter of September 25, 1956, sug. 
gesting the submittal of a summary of the operations of this company under 
the Mineral Leasing Act, we submit the following: 

(1) The holdings of this company of Federal land of the various categories 
are as follows: 





Public domain Acquired land 


Direct | Unitized| Option | Direct | Unitized| Option 


Total 
| 
holdings | holdings | holdings | holdings | holdings | holdings 


California aaa 4 , 490 738 200 0 | 0} 
Colorado aan ‘ 7 3, 842 1, 470 30, 446 900 0 | 
Idaho. .-- whabicsineaca . }, 733 0 0 | 0 0 
Michigan dienes iieinaesecetinitiiadae 0 | 200 0 
Montana__....._- 2R, 60: 78, 962 0 0 | 
: 0 | 
| 
i 


18, 428 
36, 658 
6, 733 
m0 
107, 644 
1, 58) 
40, 471 
93, 066 


Nebraska_--_-... »f 18 | 0 
Nevada Se . - ‘ | 240 0 | 0 
I icine 3, 8, 636 | 0 0 
Oklahoma Sabcahen Senin 0 0 41 0 
South Dakota 3, 41, 808 0 0 
Texas. --- onium 0 110 | ( 


Utah cotpantene ewan se ‘ | §9,472 1,2 0 
a I ae 2, 2g 155, 729 1, 289 0 


cooBocooBocoso 


(2) This company agrees with the interpretation of the Mineral Leasing Act 
and the regulations and in general with the policies enunciated by witnesses 
Neil F. Stull and Kent S. Whitford, who testified on behalf of Stanolind Oil & 
Gas Co. at the hearings conducted by the committee in Albuquerque, N. Mex., in 
September 1956. 

(3) This company acquires Federal acreage or interests therein in 1 of 3 
manners: 

(a) By direct application or lease offer filed by this company. 

(b) By acquisition of assignments or options covering existing leases, from 
the lessee of the United States. 

(c) By acquisition of options covering new leases which this company has 
caused a third person to apply for. Generally the personnel used are estab- 
lished lease brokers; this is done by advising such lease broker of an area 
of interest and suggesting to such broker the company’s desire to acquire 
options or leases in that area. After the broker has obtained the lease or 
leases, or has made the filing, options covering such leases are obtained, for 
a consideration ranging from 60 cents to $1 per acre. There have been in- 
stances in which this company in the interest of expediency and competitive 
protection, has caused lease applications to be made in the name of com- 
pany employees; our records indicate that no such transaction has occurred 
within the past 2 years. 


Respectfully submitted. 
TayLor HANCOCK, 
Manager, Land Department, Rocky Mountain Area. 
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RICHFIELD O11 Corpe., 
Los Angeles, Calif., October 31, 1956. 
Hon. CLINTON P. ANDERSON, 
Chairman, Senate Interior Special Subcommittee, 
United States Senate, Washington, D. C. 


DEAR SENATOR ANDERSON : In response to statement of Senator Clinton P. An- 
derson at the conclusion of the acreage-limitation hearings at Albuquerque on 
October 1, 1956, Richfield Oil Corp., hereinafter referred to as Richfield, hereby 
files with the Senate Interior Special Subcommittee its views on some of the 
points mentioned in said statement. 

Richfield Oil Corp. holds United States oil and gas leases, and options thereon, 
in the States of California, Nevada, Utah, Oregon, Washington, Wyoming, and 
Montana, and is conducting exploratory operations thereon. 

In reference to item 2 in said statement, Richfield is firmly convinced that 
unit operation of oilfields in the only way in which to obtain the economic maxi- 
mum recovery of oil and gas. When unitization is not attempted until after 
production is obtained, then it is usually impossible to unitize until the field is 
fully developed, because after you have obtained production, no one will agree 
upon participation until they know the amount of oil and gas they have under 
their property. This is the most difficult kind of unitization. Our experience 
has been that it is almost impossible to unitize oilfields after production is ob- 
tained until there is some law by which recalcitrant minority interests can be 
compelled to join the unit. 

As compared to the difficulties mentioned above, wildcat unitization under the 
present Mineral Leasing Act is comparatively easy to accomplish. No one knows 
where the oil is, and therefore all interests are willing to go along with partici- 
pation based upon surface acres. The elimination of unitized leases from acre- 
age limitations is a powerful incentive to unitization, and since unitization of 
wildcat acreage is relatively simple and easy to accomplish, the present provisions 
of the Mineral Leasing Act practically insure the United States that every uni- 
tized field will, when production is obtained, obtain the economic maximum 
recovery of oil. 

The present law should not be changed in this respect. 

In reference to item 3 in said statement, we are of the opinion that prior to 
actual assignment of lease acreage held under an option the chargeable acreage 
should be that of the record lessee. Otherwise, the operating companies securing 
options on leases cannot put together blocks of wildeat acreage of sufficient size 
and sufficient number to warrant the tremendous expenditures necessary for 
wildcat exploration upon the public domain. 

In reference to item 4 in said statement, we are of the opinion that the present 
provisions of the leasing act with reference to the taking or renewing of options 
should not be changed. In our opinion when an option has terminated, if a new 
option is then negotiated with the record lessee, dealing at arm’s length, where 
the record lessee has the opportunity to deal with other interested persons, 
if the same optionee is able to negotiate a new option, under these competitive 
conditions, then the new option should not be considered as a renewal of the 
old option. 

In reference to item 5, we do not believe that competitive bidding should be 
used to any greater extent in the leasing of Federal lands. Competitive bidding 
could only tend to concentrate leasing of the Federal lands in a few persons 
or companies able to pay the highest price under such competitive bidding. 
This would tend to slow down exploration and to concentrate it in a few 
companies. 

In reference to item 6 in said statement, as now construed and applied, acreage 
limitations serve a very useful purpose. They permit the blocking up of areas 
of sufficient size to warrant wildcat exploration and the blocking up of more than 
1 or 2 blocks in each particular State. Thus, each exploring company can 
have an opportunity to conduct explorations in more than one area at a time 
in each State. 

We appreciate this opportunity to express our views on the matters mentioned 
above. 

Very truly yours, 
F. E. McPHm&Ixies, 
Manager, Land and Lease Department. 
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STATE OF CALIFORNIA, 
County of Los Angeles, 88: 

Mr. F. E. McPhillips, being first duly sworn, says: That he is the manage, 
of the land and lease department, Richfield Oil Corp., and that he has read th 
foregoing statement and knows the contents thereof; and that the same is try 
of his own knowledge, except as to the matters which are therein stated upoy 
informaion or belief, and as to those matters that he believes it to be true. 

F. E. MoPHuuirs, 

Subscribed and sworn to before me November 1, 1956. 

[SEAL] J. F. REYNOLDs, 

Notary Public in and for the County of Los Angeles, State of California, 


My Commission expires February 24, 1958. 


DELHI-TAYLOR O11 Corp., 
Dallas, Tex., September 26, 1956. 
Re Hearings of Special Subcommittee on Acquisition and Holding of Oil and 
Gas Leases on Public Domain Lands 
Hon, Georce W. HANNETT, 
Special Counsel, Special Subcommittee of Senate Committee on Internal 
and Insular Affairs, Albuquerque, N. Meg. 


Dear Mr. HANNETT: In compliance with the request of the committee, Delhi- 
Taylor Oil Corp., through its undersigned authorized representative, submits 
the following information with respect to its holdings of oil and gas leases and 
options to acquire leases on public-domain lands and to its policies and practices 
in acquiring and holding such leases and options. 

The following is a summary of the oil and gas lease and option holdings of this 
company, whether direct or indirect, covering Federal public-domain lands: 


I. STATE OF NEW MEXICO 
Type of holding: Number of acres 
1. Chargeable acres under lease 
2. Chargeable acres under option 
8. Acres subject to approved producing Federal units 
4. Acres located in approved producing development-contract 


Il. STATE OF UTAH 
Type of holding: 
1. Chargeable acres under lease 
2. Chargeable acres under option 
3. Acres subject to approved producing Federal units 
4. Acres located in approved producing development-contract 


Ill, STATE OF WYOMING 


Type of holding: 
1. Chargeable acres under lease 
2. Chargeable acres under option 
3. Acres subject to approved producing Federal units 
4. Acres located in aprroved producing development-contract 


IV. STATE OF MONTANA 


Type of holding: 
1. Chargeable acres under lease 2, 074. 58 
2. Chargeable acres under option None 
3. Acres subject to approved producing Federal units None 
4. Acres located in approved producing development-contract 
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Vv. STATE OF CALIFORNIA 


Type of holding: Number of acres 
"4. Chargeable acres under lease 9. 90 
2, Chargeable acres under option None 

3, Acres subject to approved producing Federal units None 

4, Acres located in approved producing development-contract 


None 


This company has no leases and no options covering Federal public-domain 
lands in any other States of the United States not listed above. 

This company does own and hold leases on Federal acquired lands as follows: 

1. 1603.20 acres in the State of South Dakota. 
2. 30.00 acres in the State of Texas. 

Delhi-Taylor Oil Corp. has not followed any general plan in the acquisition of 
oil and gas leases on Federal public-domain lands. This company has requested 
individuals not connected with the company and, in a very few instances, its 
employees, to make applications for Federal leases. In requesting individuals 
to acquire an oil and gas lease, this company was merely following a general 
practice in the oil and gas industry and such practice has been followed by this 
company in acquiring oil and gas leases on other types of lands, such as privately 
owned lands, State lands, and school lands. In cases where individuals acquire 
the lease, this company either acquires title to the lease by direct assignment of 
the oil and gas lease or in some instances option agreements have been obtained. 
However, this company has not followed a policy of seeking control of oil and 
gas leases on public-domain lands through the use of options, Generally, the 
company pays a bonus for such lease or option equivalent to the amount paid 
by the individual and the individual retains an interest in the lease in the form 
of an overriding royalty interest upon the assignment of the lease or upon the 
exercise of the option. 

Most of the Federal acreage holdings of this company was acquired by pur- 
chase in arms-length negotiation with, and for a valuable consideration running 
to, persons, firms, and corporations having no connection with this company. 

In only a very few instances has Delhi-Taylor Oil Corp. obtained a successive 
option agreement from the lessee. 

Since oftentimes years may elapse between the filing of an assignment of an 
oil and gas lease on public domain and the formal approval thereof by the appro- 
priate Bureau of Land Management office, this company has, of necessity, treated 
acreage in a chargeable status as being chargeable to it upon acquisition. Con- 
trariwise, when chargeable acreage is assigned by this company, we do not 
consider that we own and hold such acreage and, consequently, do not include 
such acreage in computing acres chargeable to us. 

We trust that this statement complies with the request of the subcommittee. 
If any further information is desired or required, this company will be happy 
to comply. 

Respectfully submitted. 

Crecrz D. Ropinson. 


Roswetxi, N. Mex., October 30, 1956. 
Re Federal Leasing Act 
Hon. Clinton P. ANDERSON, 
United States Senator, 
Senate Office Building, Washington, D. C. 


DraR SENATOR ANDERSON: It is my understanding that during the recent 
hearings in Albuquerque you requested an expression of opinion from those 
interested in the Federal Leasing Act, and I am therefore taking the liberty 
of expressing my views on the matter. 

In the first place, the abuses which might have heretofore existed might 
be partially solved by placing all lands open to lease by competitive bid only. 
[here are no doubt proponents who have advocated this method. In my 
opinion, however, the net increased revenues to the United States would be 
negligible. Under the present system, it is a known fact that most wildcat- 
ting is done by small operators, which results in additional production and 


higher royalties to the United States and increases the available known 
reserves, 
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Of course, the main objection to competitive bid would be that the larg 
companies would benefit at the expense of the little brokers and operators 

Another method would be to put some real teeth into the present limitatioy 
provisions, and it is my humble opinion that this would accomplish the de 
sired purpose. 

In New Mexico the applications filed on September 1 (approximately 9 
months ago) have not yet been processed, and it is my understanding that 
the bureau may not attempt to rush the processing of these applications. It js 
apparent that any delays in processing such applications merely plays into the 
hands of the large oil companies, for the reason that those of nominal or smal] 
means would have no chance to compete with the available funds of the large 
companies. 

Personally, I was glad to see someone go into the matter, particularly if some. 
thing is actually done, which in the long run will benefit the thousands of smalj 
applicants, brokers, and oil operators. 

Yours very truly, 
ScHaver & Srirr, 
By GLenn G. Stir. 


TuLsA, OKLA., September 28, 1956. 
To the Honorable the Subcommittee of the Committee on Interior and Insular 
Affairs of the United States Senate, investigating acreage holdings of Oil ani 
Gas Operators under the Mineral Leasing Act. 

GENTLEMEN ; I am the Kent 8. Whitford who testified before your subcommittee 
as attorney for Stanolind Oil & Gas Co. Pursuant to the request of the com. 
mittee, I submit the attached schedule showing the rights and interests of Stan. 
olind Oil & Gas Co. in Federal oil and gas leases in all States as of June 30, 1956, 
This report is based on figures furnished by the several division offices of the 
company. (The figures furnished on the last page of my testimony as to lease. 
acreage holdings in Florida were in error. The attached schedule contains the 
correct figure.) 

The attached photostat copies of printed pages are photostat copies of pages 
22 and 24 of the statistical exhibit attached to the Inventory Report on Federal 
Real Property in the United States as of June 30, 1955, prepared by the General 
Services Administration, being Document No. 100 of the 84th Congress, 2d session. 
Pages 22 and 24 show that the total of public domain and acquired lands subject 
to oil and gas lease as of that date were 76,294,734.14 acres. Thus the total rights 
and interests of Stanolind Oil & Gas Co., whether through options or any kind 
of oil and gas leases, throughout the entire United States amounts to only 2 
percent of the lands subject to oil and gas lease at the date of that report. 

Respectfully submitted. 

Kent S. WHItTrorD. 
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Interest and rights of Stanoline Oil & Gas Co., June 30, 1956, under Mineral 
Leasing Act of February 25, 1920 (acres) 


Florid 

Idaho 

Kansas 

Louisiana 

Mississippi- - - eens e- Ly 
Montana (public domain) - -..-.--- 
Montana (acquired) . ..----- 
Nebraska ‘aaa 

Nevada a ‘ 

New Mexico a 

North Dakota (public domain) - -- 
North Dakota (acquired) - -.---- 
Oregon ited 
Oklahoma....------ 

South Dakota 

Texas 4 

Utah 

Wyoming 


DE bcd dh cab shen pe nin etkngdattenenngsekesccoenennh } 


1 As per semiannual option report, June 30, 1956. 


2 As per intracompany quarterly report, June 30, 1956. 
3 Includes unitized interest, interests held under 5th paragraph of sec. 17B of Mineral Leasing Act, and 
interests held under old leases under sec. 19 of Leasing Act. 


| Rights under | Interests in | 
options ! chargeable | 
leases 2 


359. § 
30, 337 
11, 323. 7 


77, 336. 54 
116, 280. 00 

19, 273. 61 - 
3, 174. 8: 
39, 978 
40, 873. 9- 
7, 638, 
6, 394. 


4, 253. 50 
133, 369. 34 | 
69, 082. 06 

896. 13 
33, 586. 40 |. 
60, 358.16 | 
83, 212. 92 
81, 543. 56 
23, 113. 50 


10, 357.94 | 
4, 953. 


i, 480.00 | 





"145, 244. 72 
150, 453. 26 | 


999, 483. 70 





Acreage 
exempt 
interests 3 


"82, 169.69 | 


10, 245. 95 | 
1, 268. 3: 
389. 68 
4, 043. 
40, 934. ¢ 


221, 796. 83 | 


03 
5, 691. 74 


316, 101. 62 


TaBLe 17.—Mineral leases, licenses, and permits on acquired lands as of June 


80, 1955 * 





7 


| 


Alabama 
Arkansas 
California 
Colorado.... 
Florida 

Georgia 

Idaho... 
Illinois. 
Indiana... 
Kansas 
Kentucky 
Louisiana. 

Maine 
Maryland 
pS ae 
Minnesota-.---- 
Mississippi- - . - 
Missouri_. 
Montana 
Nebraska. - 
Nevada.__ 

New Mexico 
North Carolina 
North Dakota... __._- 
Ohio_. 
Oklahoma 
Oregon 
Pennsylvania. 
South Dakota 
Tennessee 


ia 
West Virginia. 
Wisconsin 
Wyoming 





Oil and gas leases 


Acres 


79, 062. 62 
27, 240. 69 
5, 170. 19 
149, 777. 82 
138, 607. 22 


4, 828. 67 
7, 752. 05 
2, 393. 50 
150. 00 

118, 776. 45 


56, 590. 51 
14, 821. 65 


~~” 688, 818, 15 
22) 526. 56 


50, 984. 57 
191. 92 


6, 404. 05 
5, 637. 54 





3, 176 


“42, 913. 27 | 





MON EP bekesods 
14, 571.93 |... 


543, 277. 06 | 
| "659, 055. 09 | 


90, 529. 79 | 
4, 412, 76 | 


80, 378. 70 |__- 
“| "39, 938. 80 |___- 


Other minerals 


Num- 


ber | 


Num- Acres 


ber 


43 | 
48 | 
12 | 
187 | 
69 | 


on G2 RD OD RO! 


Qos 


- 





19, 652. 90 | 
1, 032. 82. 
23, 291. 33 30 
; | 53 
5, 545. 68 | 3 
320.00} 165 | 
126, 091. 36 | 3, 402 





' For leases and permits on public lands, see tables 18 and 19. 


Total 


Acres 


79, 102. 
32, 500. ! 
5, 170. 
149, 777. 8% 

138, 767. 
751. 4 

13, 201. 
6, 395. 7 

10, 870. 
2, 393. £ 

964 


119, 724. 
76. 

3,815.7 
14, 571. 
24, 476. ¢ 

543, 369. 
28, 178. 
6&9, 055. 
57, 550. ! 
14, 821. 
94, 129. 
5, 518. 
688, 858. 

4,771.7 
22, 526. 5 
50, 984. f 

191. 9% 
80, 378. 
19, 652. 
39, 938. 

7, 436. 87 
28, 928. 87 
77, 680. 95 

5, 545. 68 

101, 835. 34 


8, 133, 915. 00 
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TABLE 19.—Mineral leases on public lands* as of June 30, 1955 


Oil and gas Coal 
State or Territory 


nN 
Dn 
BoE 


5 114 
413,042.72 | 7, 558 
5752.00 | 7, 522 

‘ 26 


300 
‘ 2 


NPP anNn 


8 
SESS2RE8 


2 
Ss 


California. - 
Colorado... 


Se 


ny 
=F 


d 269 

NOI 5 6550s ancnwconss 2 | 
| 162 54, 035. 47 wal 162 

Lousiana 621 |¢1, 416, 482. 07 621 | 1, 416, 482 ¢7 

Michigan... | 46 43, 385. 78 46 43, 385, 7 

Mississippi 187 16, 050.05 | _- na hcindic a <a 187 16, 050.03 

| 9,674 | 7,957, 210. 35 \ L 214, 231. 24 | 9,713 , 975, 803, % 

| 217 7 54, 935. 42 sistaiaindle tage tn eteciets 217 54, 935, 49 

| 6,782 | 6, 204, 402.36 |___.__|_- sen | 8 480. 55 | 6,735 , 204, 882. 9 

|11, 643 | 8, 692, 303. 48 6 } 685 |9104, 477.12 |11, 719 | 8, 800, 309.9) 

North Dakota- | 1,011 352, 086. 36 , 195. 2 358, 081, 

Oklahoma..............| 688 | 120, 705. 70 4 155, 274.87 

Oregon...............--| 577 | 503,055. 52 |._. 503, 055, 8 

South Dakota | 1,196 | 1,192, 599. 51 eel , 192, 599.51 

Texas Se I 128 204, 287. 78 

Utah._.................|12,320 |12, 584, 667. 00 f ; 1 2640.00 |12, 399, |12, 630, 036, % 

Washington._........-.- 36 | 17, 175. 52 4p SRS 5S pee 37 17, 495. 52 

Wyoming. ------..-..--|32, 769 |20, 892, 704. 42 13, 667. 26 2 | 123,097.19 |32, 807 |20, 909, 468. 


Cite no sn 196, 411 |73, 286,910.50 | 307 | 135,740.14| 123 | 151, 622. 14 |96, 841 73, 574, 272% 


: 
sesgesses 








! 





1 For mineral leases and permits on acquired lands, see table 17. 

2 Phosphate leases. 

3 Includes 17 naval petroleum-reserve leases, 9,225.71 acres. 

4 5 sodium leases, 3,889.32 acres; 5 potash leases, 8,953.40 acres; 2 tungsten leases, 200.00 acres. 

5 1 sodium lease, 120.00 acres; 1 potash lease, 632.00 acres. 

6 Includes 2 military land leases, 3,926.00 acres; 371 outer Continental-Shelf leases, 1,381,767.23 acres. 
7 Includes 3 military land leases, 1,600.21 acres. 

8 Silica-sand leases. 

® 1 sodium lease, 1,239.00 acres; 54 potash leases, 103,238.12 acres. 

10 Sodium lease. 

11 Includes 7 military land leases, 1,759.08 acres; 121 outer Continental-Shelf leases, 202,508.70 acres. 
12 1 sodium lease, 2,560.00 acres; 1 phosphate lease, 537.19 acres. 


Source: U. 8. Geological Survey. 


STATE OF OKLAHOMA, 
County of Tulsa, ss: 


In the matter of the proceedings at Albuquerque, N. Mex., September 20, 1956, 
before the subcommittee of the Committte on Interior and Insular Affairs 
of the United States Senate 


Kent S. Whitford, of lawful age, being first duly sworn, on oath deposes and 
says: 

That he is attorney for Stanolind Oil & Gas Co., who has heretofore testified 
in the above-captioned proceedings. 

Referring to page 407, volume I, of the stenographic transcript of hearings 
taken by Alderson Reporting Co., and referring to stipulation No. 5 entered 
into between counsel requiring Stanolind to furnish summaries of typical cases 
showing an outline of our transactions with various parties named in the 
subpena issued to Stanolind Oil & Gas Co. evidencing the matter of handling 
option transactions with them, affiant submits herewith the attached synopses. 
These synopses were in some instances prepared in part by the division offices 
nae in others prepared by your affiant based on data furnished by the division 
offices. 

Affiant states that the data herein contained are correct to the best of his 
knowledge, information, and belief. 


Kent S. WuHIrtror. 
Subscribed and sworn to before me this 15th day of October, 1956. 
[SEAL] M. K. MacCarry, Notary Public. 
My commission expires January 26, 1959. 
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Mabel C. Senter—Lease 109026, San Juan 


Date From— | To— 


Dec. 1,1951 } United States of America | H. O. Pool (2,320 acres). 
Assignm | Feb. 14, 1952 H. O. Pool et ux | Mabel C. Senter (2,160 acres). 
Option No. 1 Feb. 21,1952 | Mabel C. Senter et vir Stanolind. 
Option No. 2 Feb. 22, 1954 
Assignment Sept. 4,1954 


Consideration for option No. 1, $21,816, paid to Senter, February 27, 1952, 
ent for option No. 2, $216, paid to Senter March 9, 1954, draft 
~. e aamnane for assignment, $216, paid to Senter, September 8, 1954, draft 
eee eanceled check from A. L. Duff, Jr., to H. O. Pool et ux. for $21,600 
dated an indecipherable date in 1952, recites consideration for assignment of 
lease. 


Edith Payne—Lease 74880, Rio Arriba 


Instrument Date From— To— 


July 1,1948 | United States of America (508.84 | Edith Payne. 
acres). 
Option Nov. 5,1946 | Edith Payne Stanolind. 
Assignment_. Oct. 19,1948 





Consideration for option, $178.09, paid Edith Payne, November 3, 1946, by 
draft No. 46352. 

Consideration for assignment, $50.88, paid Edith Payne, November 9, 1948, 
by draft No. 64176. 


Sarah #. Lilly—Lease 74875, Rio Arriba 


Date From— To— 


1,1948 | United States of America | Sarah E. Lilly. 
(2544.64 acres) 
Option_._- i Nov. 65,1946 | Sarah E. Lilly Stanolind. 
Assignment Oct. 18,1948 |____- § Do, 
Operatingagreement.| Jan. 24, 1952 i : Neville G. Penrose. 
Assignment Mar. 16, 1955 s ....-----.----| Pacific Northwest Pipeline Corp. 


Consideration for option, $890.62, paid Lilly, November 3, 1946, by draft No. 
46353. 

Consideration for assignment, $254.46, paid Lilly, October 27, 1948, by draft 
No. 64176. 
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Carroll T. Payne—94070, San Juan County, N. Meg. 


EE ites 
Instrument ate From— To— 


— | | 


| Feb. 1,1948 | United States of America (2,480 | Carroll T. Payne. 
| acres). 
2. Option Jan. 6,1947 | Carroll Payne Stanolind. 
3. Option Jan. 11,1949 |.....do dadedaeeses Do. 
. Assignment of | June 28,1950 | Stanolind Benson & Montin, % interes 
option. 2,480 acres. ; 
5. Option %. 8a § ey an Stanolind. 
5. Assignment of | Feb. 16,1951 | Stanolind Benson & Montin, % interest, 
option 
. Assignment. Sept. 13,1951 | Carroll T. Payne ...----| Stanolind. 
. Assignment | Oct. 6,1951 | Stanolind es | Benson & Montin, 1% interest 
. Assignment_ Mar. 12,1952 | Benson & Montin Stanolind, 44 interest, 480 acres, 


. Assignment._--..-|..-- AE bic ekio neous aw | Stanolind, 44 interest, 160 acres, 





Consideration, first option, $868, paid to Payne, January 10, 1947, draft No 
46362. 

Consideration, second option, $248, paid to Payne, January 25, 1949, draft No, 
64201. 

Consideration, third option, $504, paid to Payne, January 29, 1951, draft No, 
241. 

Consideration, assignment, $248, paid to Payne, September 25, 1951, draft No 
1142. 

Vida V. Murray—Lease 145888, Chaves & Deback 


Instrument Date To— 





| Sept. 1,1956 | United States of America (2,560 Vida V. Murray. 
acres). | 
July 17,1956 Vida V. Murray, et vir | Stanolind. 





Consideration for option, $1,536, paid to Murray, July 17, 1956, by draft No. 
23079. 
Thelma BE. McManus—Lease 74417, Rio Arriba 





Instrument Date | From— To— 


I il oes onl Apr. 1,1948 United States of America (1,920 | Thelma E. McManus. 
acres). 
Option 6, 1947 Thelma E. McManus et vir Stanolind. 
Assignment_.._......| July 15, 1948 i Do. 
Ribeat es .-| Mar. 16,1955 Pacific Northwest Pipeline Corp. 


Consideration for option, $672, paid to McManus, January 14, 1947, by draft 
No. 46359. 
Consideration for assignment, $192, paid to McManus, July 30, 1948, by draft 
No. 60665. 
Vance McManus—Lease 108924, Rio Arriba 


Date From— To— 


| Nov. 1,1948 United States of America (640 | E. C. Valdez. 

| acres). 
OUR. <niienimietd Oct. 1,1948 | E. C. Valdez et ux Stanolind, 
Assignment of op- | Oct. 23,1950 Pa ciiakn onireiivinniainitaantanmdl Vance W. McManus. 


tion. 
Oct. 24, 1950 E. C. Valdez et ux Do, 
Nov. 29,1950 | Vance W. McManus et ux...-..| Stanolind, 
Dec. 1, 1952 Do. 
g. 21, 1953 Do. 
- 16, 1955 | Pacific Northwest Pipeline Corp. 
i | 





Consideration for Valdez option, $1,600, paid to Leo R. Manning October §, 
1948, by draft No. 60691. 
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Consideration for first McManus option, $160, paid McManus December 15, 
1950, draft No. 2365. 

Consideration for second McManus option, $3,199.92, paid McManus, December 
16, 1952, draft No. 5901.° 

Consideration for assignment, $63.96, paid McManus September 9, 1953 by draft 
No. 8581. 


Vance McManus—Lease 108940, San Juan 


Instrament Date From— 


| 


May 1,1948 United States of America Vance W. McManus /1,431.36 
acTes). 

Jan. 6,1953 Vance McManus, et ux__......_| Stanolind. 

Apr. 22, 1953 do... ..-------------| Stanolind, 37 acres 

Mar. 16,1955 | Stanolind_-_-_-. ; ; Pacific Northwest Pipeline Corp, 


Consideration for option, $370, paid to McManus January 28, 1953, draft No. 
HOLS. 

Consideration for assignment, $3.70, paid to McManus April 28, 1953 draft No. 
7535. Assignment reserves 344 percent royalty to McManus. 

There is believed to have been a previous option, but we have no present record 
of the option, the date thereof, or the consideration paid therefor. 


Edith Payne—Lease 90356, San Juan 


Instrument Date From— 
Lease | | United States of America.......| Edith Payne. 
Option , ._| Aug. 17,1948 |; Edith Payne.._........- = Stanolind, 2,560.96 acres, 
Do__.. May 16, 1949 |__...do..__- ..---------------| Stanolind, 2,080 acres. 
Assignment.--- | July 6, 1950 |_-- Stanolind, 


Consideration for first option, $536.10, paid Edith Payne by draft No. 60684, 
September 8, 1948. 
Consideration for second option, $208, paid Edith Payne by draft No. 64233, 
June 6, 1949. 
Consideration for assignment, $208, paid Edith Payne by draft No. 78611, 
August 7, 1950. 
T. Harvey Hedgepeth—Lease 154832 


Offer to lease filed April 23, 1956—2,560 acres. 

Filing fee and rental ($1,290) paid by Neil F. Stull, attorney for Hedgepeth. 

Hedgepeth reimbursed Stull therefor. 

Option to Stanolind dated May 1, 1956. 

Stanolind draft No. 14597 to Hedgepeth dated May 2, 1956; amount, $1,546, 
consideration for option. 

Lease apparently not issued. 


E. F. Murray-——Lease 131804 


Application filed March 1, 1954. Paid filing fee and rental, $1,289. 
Option given Stanolind February 24, 1954; consideration draft No. 
$1,535. 65. 


Option expires December 1, 1956. 
Phil T. Wilkinson—Lease 134222 


Application mailed in by Wilkinson, filed about October 2, 1954. 

Paid filing fee and rental, $1,330. 

Option given Stanolind October 5, 1954; consideration per draft No. 6772, 
$1,586. 


Option expires November 1, 1957. 


? Covers also other options, $639.56 thereof allocated to this option. 
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Beulah B. Wilkinson—Lease 134228 


Application mailed in by Wilkinson; filed about October 2, 1954. 

She paid filing fee and rental, $1,273.06. 

Option given Stanolind October 5, 1954; consideration per draft, No. 677, 
$1,515.67. 

Option expires November 1, 1957. 


Neil F. Stull—Lease 154871 


Offer to lease filed by Neil F. Stull, Liberty County, Fla., April 27, 1¥ob. 
Paid filing fee and rental, $1,290. 

Stanolind paid Stull $1,290 May 9, 1956, draft No. 14081. 

September 7, 1956, Stull assigned lease to Stanolind. 

Assignment filed for approval. 

No action on offer to lease. 

Stull reimbursed for legal services in his monthly statement. 


Neil F. Stull—Lease 154686 


August 29,1955. Stull filed offer to lease. 

Paid $90 rental and filing fee. 

October 5, 1955, Stull gave Stanolind 3-year option. 

March 27, 1956. At direction general office law department, assignment taken 
from Stull in lieu of option. 

Stull reimbursed in amount $105. Draft No. 12421. 

Stull returned his check No. 4866 for overpayment $15. 

Stull reimbursed for legal services in his monthly statement. 


STANOLIND Ort & Gas Co., 
Tulsa, Okla., October 3, 1956. 
Senator CLINTON P. ANDERSON, 
Chairman, Subcommittee of the Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear SenaTor ANDERSON: Referring to my testimony before your committee 
at page 394 of the first volume of the Thad E. Ragsdale reports of the proceedings 
before the committee, I have secured from Standard Oil Co. (Indiana) the 
attached complete list of all subsidiaries of that company. This list is not 
limited to marketing subsidiaries. 

Please note that Standard Oil Co. has very recently acquired the balance of 
ownership of the stock of Utah Oil Refining Co. 

Very truly yours, 


B. F. Burarp. 


Sranparp Or Company (INDIANA) List or 100 Percent OwNneEp Companies 
AS oF AugusT 31, 1956 


American Oil Company (Maryland) (The) 
American Oil Company (Texas) (The) 
Gillock Chemical Co. 
American Oil Pipe Line Co. 
Fairfax Pipe Line Co. 
Pan American Chemicals Corp. 
Pan American Gas Co. 
Pan American Production Co. 
Indiana Oil Purchasing Co. 
Pan American Refining Corporation (Delaware) * 
Waterview Seafood Corp. 
Dradnats, Inc. 
Indoil Chemical Co. 
Murphy-Miles Oil Co. (The) 
Service Pipe Line Co. 
Western Pipe Line Co. 
Stanolind Marine Transport Co.’ 


2 These companies have been liquidated, but not dissolved. 
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Stanolind Oil & Gas Co. 
Amoco Chemicals Corp. 
Canadian-Indiana Oil Co.* 
Cuban Stanolind Oil Co. 
Jamaican Stanolind Oil Co. 
Lake Oil Co. 
Mexican Enterprises, 8. A. 

Compania Petrolera Larios, S. A. 

Muskeg Oil Co. 
Reynosa Pipe Line Co. 
Shannon Gas & Electric Co. (The 
Stanolind Building Corp. 
Venezuelan Pan American Petroleum Corp. 
Wesco Technical Instrument Corp. 
Winter Oil Co. 
Yount-Lee Pipe Line Co. 

Stanolind Oil Purchasing Co. 

Superla Products, Inc. 

Tuloma Gas Products Co. 

Utah Oil Refining Co. 
Utah Oil Building Corp. 


STATE OF OKLAHOMA, 
County of Tulsa, 8s: 

Ken 8. Whitford, of lawful age, being first duly sworn, on oath deposes and 
says: 

That he is an attorney of Stanolind Oil & Gas Co., with office at Tulsa, Okla., 
who testified in the following described proceeding. 

That at page 71 of volume 1 of the reports of Dearnley-Meier & Associates 
of the proceedings at Albuquerque, N. Mex., September 20, 1956, before the 
subcommittee of the Committee on Interior and Insular Affairs of the United 
States Senate, the request was made that this company furnish copies of all 
quarterly and weekly intracompany Federal lease and option acreage reports 
made by each division to the Tulsa office. Attached are copies of all such 
reports in possession of the Tulsa office, as requested. 

At page 109, volume 2 of the said reports of said proceedings the request was 
made that we furnish all documents showing holdings of options on leases and 
options on lease applications in New Mexico in excess of 100,000 acres. 

Aside from the single instance in 1951 revealed by these reports, other in- 
stances, which were revealed by the book or ledger then kept in Tulsa, showed 
an acreage of 113,051.82 on November 25, 1947; 107,572.01 on April 29, 1948; 
and 105,007.28 on December 13, 1948. These were not evidenced by any report 
as the books were kept in the Tulsa office and reports were not generally made 
at that time. 

At page 407, volume 1 of the Alderson Reporting Co.’s transcript of the evi- 
dence appears the stipulation that Stanolind will furnish all available evidence 
that reductions of acreage were voluntarily made in each instance before the 
next semiannual report date. Same is furnished herewith, as follows: 


NEW MEXICO 


Chargeoff list No. 3280 shows options on 22,256.54 acres assigned away to 
others December 23, 1947. 

(Semiannual report for December 31, 1947, shows that our New Mexico acreage 
had been reduced to 99,232.63.) 

(Photostat copies of all of our semiannual option acreage reports are in 
the possession of the committee. ) 

The Rose unit was approved June 24, 1948. Embraced in this unit were 
47,539.50 acres of Stanolind held options, according to notations then made 
by our unitization section. 

(Semiannual option acreage report as of June 30, 1948, shows that our 
acreage had been cut back to 55,818.33 acres. ) 

Chargeoff list No. 3854 shows release of 18,096.54 acres on December 30, 1948. 

(Semiannual option acreage report as of December 31, 1948, shows our net 
acreage reduced to 88,340.34.) 
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Charzgeoff lists Nos. B-250, 255, 274, 275, and 279 evidence the disposition of 
13,731.96 acres between June 13 and 26, 1951—18,848.88 acres were assignej 
away to others; 1,240 acres were surrendered; and as to 2,852.88 acres the 
options expired. 

(Semiannual option acreage report as of June 30, 1951, shows our ne 
acreage reduced to 84,356.05.) 


WYOMING 


Chargeoff lists Nos. 3686, 3788, 3855, 3880, and 3884 show the disposition of 
options on 202,537.45 acres between September 28 and December 30, 194s— 
5,710.10 acres were assigned away to others, and the balance was surrenderej, 

(Semiannual option report of December 31, 1948, shows reduction of acreage 
to 938,195.00. ) 

Chargeoff lists Nos. D-103, to D-107, inclusive, D-112, D-114, D-117, D-129, 
and D-121 show chargeoffs during the months of May and June 1951 jy 
Wyoming of 18,531.83 acres. Of this, 1,536.32 acres were charged off by 
assignment to other parties; 3,063.41 acres of options terminated by expiration, 
and the options on the balance were released at various dates between June 
8 and 22. 

(Semi annual option acreage report for June 30, 1951, shows reduction of 
acreage to 95,725.15.) 

Chargeoff lists D-173 to D-175, inclusive; 184, 186, 188, 199, 201, 203 to 205, 
207, 210, 211, 213, 214, 218, 221, 228 to 232, 239, 264, 325 show chargeoffs during 
the months of August, October, November, and December 1951, of 43,275.20 
acres. Of this 11,833.40 were released, 1,766.40 expired, and the balance was 
disposed of by assignment to others. 

Also, 7,244.78 acres of options were charged off by reason of inclusion in the 
Middle Mountain unit agreement approved December 21, 1951. 

(Semiannual option acreage report for December 31, 1951, shows reduction 
of acreage to 86,543.84.) 

Chargeoff lists D-300 and D-361 evidence disposition of 15,994.16 acres of 
options between June 5 and June 27, 1952, 3,338.30 acres were released June 5 
and 6, and the balance was assigned to others June 27. 

(Semiannual Option Acreage Report of June 30, 1952, shows reduction of 
acreage to 86,907.42.) 

Chargeoff lists D-398, 407, 415-418, 428, 429, 436, 437, 448, 454, 459, 470, 474, 
478 evidence disposition of 18,027.87 acres at various dates between September 24 
and November 20, 1952. Of this 1,600 acres were assigned to others, and the 
balance was released. 

(Semiannual Option Acreage Report of December 31, 1952, shows reduction 
of acreage to 91,481.41.) 

There are also 2 or 3 miscellaneous examples: 1 report for North Dakota in 
March 1953 shows 112,000 acres, but this was cut to 89,005.46 on the next report 
date. In Montana (February 1952) there appears an acreage charge of 100,494, 
but the next week the report shows that the acreage was cut down below 
100,000 ; also in Utah in April 1953, appears a charge of 100,933, but pen correc- 
tions on the Tulsa copy of this report would indicate that possibly the supposed 
overage may have resulted from an unavoidable lag in keeping the records up 
to date, or in any event that the acreage was immediately reduced. The Utah 
acreage was cut to 61,725.25 on the next semiannual report date. 

In case comparison is made, it may appear that the acreage figures on the intra- 
company quarterly acreage reports on options for June 30 and December 31 of 
any year do not coincide with the figures furnished the Government in the semi- 
annual reports for the same dates. This seeming difference is easily explained. 
The quarterly reports are made promptly after the report date in accordance with 
the figures appearing on the recordkeeper’s books of that date, but do not include 
prior purchases out in the several districts of that division which have not yet 
been reported to the recordkeeper in the division office. The recordkeepers delay 
some 15 to 45 days after the report date until they are satisfied that all such 
purchases have been reported in, before releasing their figures for the semi- 
annual report to the Government, so that the semiannual report reflects accu- 
rately our position. 

Options were first permitted by the act of August 8, 1946. Although, as appears 
from our testimony, our law department doubted the right of the Department 
legally to charge an optionee with an option acreage charge on options taken on 
lease applications, when it was not known whether the lease applicant was et- 
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titled to, or ever would receive, a lease, we conservatively adopted the policy of 
trying to keep within the acreage limitations as to options on both leases and 
jease applications, and at all times between the semiannual report dates. 

As seen above, the variations fall into two groups: First, principally in New 
Mexico in 1947 and 1948, when the law was new and not clearly understood 
either by our personnel or that of competing companies, it took the management 
about three semesters before we could persuade and educate our local personnel 
that it was necessary to keep within the limits between report dates. Later, 
and after the operations of the company were decentralized in 1950, due to 
changes in personnel, we had a period in 1951 and 1952, principally in Wyoming, 
when we again had to reeducate our personnel on this principle. In each case 
the company voluntarily and promptly took steps to correct the excess shown 
by our books, as shown above in detail, and according to all reports in this 
office and thet knowledge of affiant, there have been no instances in any State 
where the statutory limit has been exceeded by this company within a period 
of more than 8 years last past. 

As testified by our witnesses, it has been, and is and will continue to be, the 
policy of the company to keep within the acreage limitation at all times. 

KENT S. WHITFORD. 

Subscribed and sworn to before me this 16th day of October, A. D. 1956. 

[SEAL] M. K. MacCarry, Notary Public. 


My commission expires January 26, 1959. 


SUPPEMENTAL STATEMENT OF Ex PAso NATURAL Gas Co. 


Pursuant to requests made by the subcommittee during the hearing, El Paso 
Natural Gas Co. makes the following statement covering the information 
requested by the subcommittee. 

1. The subcommittee requested a statement of the company’s direct holdings 
in hte State of Wyoming at the time applications were filed by employees Sam 
Smith and Charles Deason (transcript p. 561). At that time the company 
held interest in leases committed to the following approved unit agreements: 

(a) Morrow Creek unit, No. 14—08-001—2008, Sweetwater County ; 

(b) Pinedale unit, No. 14—-08—001-1631, Sublette County ; 
for which no detailed statement was made, and held 11,511.35 net acres under 
Federal oil and gas leases. 

2. The subcommittee requested a statement of the company’s direct lease 
holdings in the State of New Mexico in September 1950, at the time when option 
agreements were taken from Charles Sapp and others (transcript p. 568). In 
September 1950, the company held 3.928.47 net acres under Federal oil and gas 
leases. In addition, the company then owned 283,390 shares of 1,045,000 shares 
outstanding of common stock of Western Natural Gas Co., approximately 27 per- 
cent. Information furnished by Western Natural Gas Co. shows that it, at that 
time, held direct interest in Federal oil and gas leases in the State of New Mexico 
totaling 15,070.88 acres. Twenty-seven percent of Western Natural Gas Co.’s 
acreage is approximately 4,069.14 acres which, when added to the 3,928.47 acres 
held directly by El Paso Natural Gas Co. made a total of chargeable acreage 
held by the company in New Mexico of 7,997.61 acres. 

3. The subcommittee requested a statement of the geological and geophysical 
work performed by the company in connection with the tracts of land subject 
to option agreements from Charles Sapp. Regional subsurface work of the 
entire area was commenced in 1952 and a detailed study of the La Ventana and 
Angels Peak members of the Lewis formation and of the Cliff House and Point 
Lookout formations of the Mesaverde group was commenced in September of 
1952 and completed in March of 1954. In 1953 gravity work, including gravity 
meter surveys, on the lands subject to the Sapp options was conducted and has 
been continued, finally completed on October 20, 1955. The preliminary maps 
showed the raw gravity contours only and these maps were later corrected for 
elevation and regional gradient as information from actual drilling was corre- 
lated to form residual gravity maps. In 1952, a well was drilled in an area 
known as the Chaco Canyon block adjoining the Sapp leases, which well was 
plugged and abandoned on October 18, 1952. In March 1954, a study of the Pic- 
tured Cliffs formation in the area was commenced and completed in September of 
1954. This work suggested poor Pictured Cliffs possibilities in the vicinity of 
the acreage under consideration. In January 1955, a subsurface study of the 
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Dakota formation in the general area of the lands under consideration was coq, 
menced and completed in June of 1955. This work suggests the presence ¢ 
favorable reservoir beds within the Dakota formation in this area. Fina! eyajy. 
ation can be made only by drilling. The company’s records do not show th. 
actual physical presence of survey parties on the land subsequeut to the grayity 
work in 1953. However, from the maps obtained, additional geological informa. 
tion has been correlated as the results of drilling throughout the basin have bee, 
accumulated. 

4. The subcommittee requested copies of option agreements executed py 
Charles Sapp, William B. Hardie, and John A. Grambling. An executed counter. 
part when available, and when not available a photo copy of the execute; 
counterpart, of each option is attached. 

Submitted on behalf of El Paso Natural Gas Co. 


Ben R. Howe 1, Attorney, 


STATEMENT FOR SKELLY Or Co. 
SEPTEMBER 24, 1956, 
To the Senate Commitee on Interior and Insular Affairs: 

Pursuant to the requests and suggestions of your chairman and Mr. Hannet 
for statements from the several oil companies, which had been requested ty 
appear before you, regarding the practices and procedures in acquiring leages 
and options on Federal lands, I have made inquiry of those in charge of oy 
company’s (Skelly Oil Co.’s) said practices and procedures, and I am informe 
that, in general, they are as follows: 

1. In acquiring such leases and options we endeavor to say within the acreage 
limitations established by law and to conform strictly to the applicable laws 
and regulations pertaining thereto. Under our interpretation of said laws and 
regulations, we believe that our practices and procedures as herein set forth 
conform thereto. 

2. With respect to leases issued to or assigned to the company, we make appli- 
eations and obtain approval as and in the manner specified by said laws and 
regulations. 

3. With respect to options on leases held or applied for by others: 

(a) In some instances where a third party already owns or has applied for 
a lease and we can come to mutually agreeable terms, we purchase an option. 

(b) In other instances, where we are interested in an area in which fed- 
erally owned lands are open for leasing, we inform a reliable lease broker or 
brokers of our interest in such area and offer to purchase options on such 
Federal leases (within a specified area), as he may acquire or make applica- 
tion for. While in some instances, the consideration for such options way 
vary, the usual consideration is an amount which will give the broker a profit 
over and above his expenses and filing fees. As an additional consideration, 
we agree to reimburse him for rentals accruing during the option period, or 
pay such rentals for his account, and, in some instances, agree to grant him an 
overriding royalty. These options contain no provision for renewal. In the 
event the option expires without our having exercised it and if we are still 
interested in the area, we enter into negotiations with the lease owner for a new 
option and, if we can come to terms, acquire a new option as soon as possible 
after the old option has expired. 

(c) In some instances in the past, company employees have made application 
for such leases in their own name and right and have granted options to the 
company. This has been discontinued and our company landmen have been 
instructed to follow the procedure in (b) above in acquiring options for the com- 
pany. There are no Federal leases or applications therefor standing in the 
name of company employees or of their relatives, which are held for the benefit 
of the company. 

I am also informed that our company’s beneficial interests in Federal leases 
and applications does not, and has not, exceeded the acreage limitations therefor 
in any State, and that the same is true with respect to acreage under options. 
(See attached statement for Skelly Oil Co.’s present holdings. ) 

We recommend that consideration be given to amending our leasing laws t0 
abolish all acreage limitations and to provide that leases be offered on competi- 
tive bidding, preferably at publie auction, to the highest bidder, or by sealed 
bids. This has been a successful practice of many States, of Indian agencies, 
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| with respect to institutional lands such as the lands owned by the University 
Texas, submerged lands in Louisiana, and both State and Federal lands 
.p the outer Continental Shelf. 
However, if it is deemed advisable to continue acreage limitations under 
ur present laws, we believe that it would be preferable and that public interest 
uld best be served by amending such laws and regulations to permit the direct 
ecyance of options by the Government to optionees. This would avoid the 
ractices which, in this investigation, have ben criticized, and would permit the 
Bureau of Land Management to know about and take steps to check any abuses. 
Ve shall endeavor to furnish to the committee such additional information 
ertinent to this investigation as it may request. 
Respectfully submitted. 
SKELLY O11 Co., 


By Haw ey C. Kerr, Attorney. 





Skelly Oil Co.’s holdings as of Sept. 19, 1956 


[Net acres] 








States Leases Options States |} Leases | Options 
32, 163. 45 48, 414. 86 | V yoming. 37, 463. 73 81, 528. 06 
) 4 31, 923. 59 14, 727. 52 Kansas 520. 00 None 
vw Mexico-... 45, 860. 90 59, 698. 3 || ouisiana 4, 316. 41 None 
th Dakota None gree ai Mississippi 2, 294. 92 None 


26, 821. 56 136, 516. 4 





Legal limits per State: Leases, 46,080; options, 200,000, 






SOUTHERN UNION Gas Co., 
Dallas 1, Tex., September 24, 1956. 


Re hearings of Special Subcommittee of the Committee on Interior and Insular 
Affairs on Acquisition and Holding of Oil and Gas Leases on Public Lands of 
the United States of America. 


Hon. CLINTON P. ANDERSON, 
United States Senator, Chairman of the Special Subcommittee of the Com- 
a on Interior and Insular Affairs, Federal Building, Albuquerque, 
. Mew. 


Dear SENATOR ANDERSON : In compliance with the request of the subcommittee, 
Southern Union Gas Co. desires to submit the following information relating to 
ts policies and practices in acquiring and holding oil and ¢ gas leases on public 
lands 

Basically, Southern Union Gas Co. is a public utility. Its principal business is 
redominantly the rendering of natural gas service to residential, commercial, 
and industrial consumers in some 62 “communities in the four Southwestern 
States of New Mexico, Colorado, Arizona, and Texas. 

Notwithstanding the fact that this company is primarily a public utility, the 
ompany has in the past acquired and held, and owns now, oil and gas leases 
n public lands as well as oil and gas leases on private lands, public school 
an i other State lands and on Federal lands other than those in the public-land 
ategory. The business policy motivating the acquisition by this company of 
such oil and gas lease interests on public lands has been related to its need for 
supplies of natural gas to render properly and adequately its public service 
obligations. As a result of this business policy, the company has never acquired 
r held any oil and gas lease interest in public lands which were not located in 
seneral adjacency to one or more of its public-service areas. 

In acquiring oil and gas leases on public lands, it has been the policy and 
practice of Southern Union Gas Co. to obtain the lease interest in several differ- 
“Dt ways. In many cases, a lease is taken in the name of the company ; in other 
ases in the name of an individual employee of the company; in still other cases 
the acquisition is made in the name of some individual who is reliably known 
'o the company. Generally, where employees were used in the acquisition, no 
special or extra compensation was paid. When individuals other than em- 
87402—57——_29 
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ployees were used, the matter of compensation was either determined by nego. 
tiation or by the company’s desire to keep the transaction on a realistic business 
basis. The foregoing policies and practices of this company are not confineg 
to oil and gas leases on public lands, but also have been used in acquiring anq 
holding oil and gas leases on all lands such as fee lands, public school lands. 
other State lands and Federal lands other than those in the public-land category 

It has not been the general policy of this company to seek control of oil ang 
gas interests in public lands through the use of the option technique, althoug| 
from time to time such option arrangements have been utilized. The only 
options in which an employee or reliable invitee of the company was its optiono) 
(of which either record or recollection discloses) were 4 in number involving q 
total of 2,760 acres. In each of these instances, as well as in all other options 
which the company has held, the lease or lease application was—prior to th 
option—already held by completely independent third parties. 

The following is a summary of the oil and gas leaseholdings of this compan 
effecting Federal public lands. It is emphasized that this summary includes 
all direct and indirect holdings in which the company has any interest, regardless 
of whose name the record reflects as owner. 

In the State of Colorado, a total of 9,370.30 chargeable acres are held. |; 
addition, 1,000 acres are held under an option, and 7,621.48 acres are covered 
by a farmout contract, including non-Federal lands as well, which contains 
option provisions and might therefore be considered an option. In this State 
the company has no acreage in units or under development contracts. 

In the State of Utah, a total of 20,875.15 chargeable acres are held. In this 
State this company has no acreage under option and has no acreage in units or 
under development contracts. 

In the State of New Mexico, a total of 44,258.09 chargeable acres are held. | 
addition a total of 56,999.81 net acres are held which are in and committed | 
approved producing unitization or approved producing development contract 
areas. The company further holds 1,761.8 acres in an approved unit not yet 
producing. In this State this company has no acreage under option. 

In all other States this company has no acreage, either directly or indirectly 
owned, under option, or in units or development contract. 

The following is an illustration of one practical type of problem encountered 
in carrying on operations under the oil and gas lease statutes and the applicabi 
regulations, given because it is believed it will reveal company policies and prac- 
tices in the area of the committee’s inquiry: In township 26 north, range 8 west 
San Juan County, N. Mex., Southern Union has oil and gas lease interests affect: 
ing public lands which total 14,164.49 acres. Commercial gas production was 
discovered on these lands and partial development ensued. Indications were that 
the producing area would be extended to other lands in the immediate vicinity 
In the interest of conservation, orderly development, and production, the company 
determined to unitize the area, and in March 1956 it received regulatory approval 
as to the unit area and as to the form of the proposed unitization documents 
For the first time, during late May or early June 1956, the company learned that 
unitization could not be effected as a result of the fact that certain lands within 
the proposed unit area had been subjected to horizontal severance and the new 
owners refused to consent to unitization. 

Of course, the company had confidently expected as a result of the accomplish- 
ment of the intended unitization to be relieved from chargeability on the 
14,164.49 acres. It immediately began canvassing the possibilities of accomplish- 
ing this desired nonchargeability through the use of a development contract 
When it became apparent that completion of such development contract would 
be time consuming, the company reviewed its holdings of chargeable and nov- 
chargeable acreage, and it determined upon a program of acreage surrender and 
divestment so that, regardless of the outcome of the development contract, the 
company’s accountable holdings would remain within the appropriate limit. 

In all of the administration of its acquisition and holding program which have 
been described above, the company follows two other policies or interpretations 
One is this: When chargeable acreage is the subject of a farmout contract or 
similar contractual undertaking, and the acreage is earned by others through 
their performance of the contractual conditions, the company no longer deems 
the acreage earned under the contract to be chargeable to it even though the 
delivery and ultimate approval of the formal assignments cannot be immediate 
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rhe other is this: Upon the sale of chargeable acreage and the execution by the 
empany of a proper assignment, the company no longer considers the acreage 
be chargeable. 

It is hoped that this statement fully complies with the wishes and requests of 
subcommittee, but if any further information is required or desired, this 
pany shall be happy to comply. 

Respectfully submitted. 


the 
‘ 


SOUTHERN UNION Gas Co., 
By Scorr Hueues, Vice President. 


or TEXAS, 
County of Dallas: 
Know all men by these presents, That before me the undersigned notary public 
n this the 26th day of September 1956 personally appeared Scott Hughes, vice 
resident of Southern Union Gas Co., well known to me to be such person and 
ficer. and be on oath duly administered stated that he is familiar with the facts 
-et forth in the foregoing three-page letter and that the facts therein have been 
repared from the records of Southern Union Gas Co. and the same are true and 
ect to the best of his information, knowledge, and belief. 
Scott HUGHES. 


orn to and subscribed to before me on the day and year above mentioned. 


ANN Woop, 
Notary Public in and for Dallas County, Tez. 


MAGNOLIA |’ETROLEUM Co., 
, Dallas, Tex., September 24, 1956. 
CLINTON P. ANDERSON, 
United States Senator, 
515 First National Bank Building, Albuquerque, N. Mex 
Dear Str: This is in response to your request of September 21 for a statement 
m each of the several oil companies presenting evidence at the special Senate 
wommittee hearings which commenced September 20. It is my understanding 
{ you wish an outline of our procedure in acquiring and holding oil and gas 
uses and options on public and acquired lands of the United States in New 


O}l and gas leases on lands of the United States, applications (offers) for such 

ises, assignments and options are procured by Magnolia Petroleum Co. in the 

owing Manner: 

1) It is not our practice to use employees, former employees, or relatives of 
ther as “invitees” for filing applications. Brokers are employed to buy preexist- 
g leases in designated areas for an agreed brokerage fee, and this could include 
eir filing applications on any unleased Federal land, or the purchase of oil and 
vas leases on “fee” and State lands. Assignments of Federal leases taken from 
these brokers are charged against the company’s accountable acreage. 

\ssignments of leases issued to third parties are the subject of negotiations 

tween the lessee and the company, just as the company will negotiate with 
vuers of private mineral interests for oil and gas leases. 

2) If Magnolia Petroleum Co. becomes interested in an area and wishes pro- 
tection pending further geological and geophysical evaluation, our land depart- 
ment will seek options on preexisting leases, and it will negotiate with brokers 
for the acquisition of options. In both instances, there is no prearranged rice, 

is the consideration a nominal one. The company does not use emph “ees 
r relatives for acquiring options. 

These options are immediately charged against our accountable acreage for 
ptions. There is little or no time lag in the execution of options. Applications, 
issignments, and options signed in blank by outside persons are not obtained 
by the company. 

(3) At the expiration of the option term, new options are sometimes procured 
y the company. These are always purchased on the basis of independent 
negotiations between the optioner and Magnolia, as optionee. If the negotiations 
ire successful, it is considered to be a new contract. The consideration for 
ptions is $1 per acre or more. 
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Our title records division maintains a constant check on Federal lease and 
option holdings. For your convenience, the totals of our lease and option hold. 
ings in New Mexico on June 30, 1956 were: 

Acres 
Public land leases 3 : 38, 259, 63 
too | 
Acquired land leases_-_ 
ON sia eines : 
Sincerely yours, 
S. P. HANNIFIN, 
District Landman, New Mesvico 


DEPARTMENT Or THE INTERIOR, 
BuREAU OF LAND MANAGEMENT, STATE OFFICE, 
Santa Fe, N. Mew., August 31, 1956, 


MEMORANDUM 


To: Director, Bureau of Land Management. 
From: State supervisor, Santa Fe. 
Subject: Acreage holdings under oil and gas leases. 

Reference is made to your memorandum of July 31, 5.04a, which requested 
comments and suggestions regarding methods of controlling acreage limitations 
under the Mineral Leasing Act, insofar as it pertains to oil and gas leases 

The memorandum stated six questions, which we will answer by number. 

1. There has been no further checking of acreage holdings since the memo- 
randum of October 26, 1953, was received in the Santa Fe land office. 


» 


The land office, Santa Fe, relies wholly upon the statement of the offeror 
that if the lease is issued, it will not give him more chargeable acreage thai 
the law allows, and upon the statement of the prospective assignee that the 
approved assignment will not give him more chargeable acreage than the law 
allows. There is no systematic checking to ascertain if any lessee be over 
the chargeable limit. From time to time, if the same lessee or assignee ap 
peared in a large number of cases, a quick check was made from the records 
to determine if such lessee be over the limit in chargeable acres. 

1. The land office, Santa Fe, maintains an alphabetical card index for each 
case file by the lessee’s name. The cards are made when offers to lease are 
received and when assignments are approved. Because the land office is ap- 
proximately a year behind in approving assignments, the card index is approxi- 
mately a year behind in reflecting completely the situation. When assign- 
ments are approved, the card relating to the assignor is not changed, nor 
removed from the index. Using the cards would permit a fairly accurate list- 
ing of leases which could be examined to ascertain acreage holdings of any 
lessee. 

5. It is not the practice in the land office, Santa Fe, to maintain index cards 
for individuals designated as operators of oil and gas leases, nor of individuals 
whose operating agreement has been approved by the Department. 

6. We believe it would not be feasible to call upon all pending offerors, pend- 
ing assignees and record holders of leases, to furnish the statement of holdings 
suggested in the memorandum. The Santa Fe land office has more than 14,000 
outstanding leases. The call for statements upon this number of lessees would 
be exorbitant. 

We have no constructive suggestion to make as to any effective method of 
controlling acreage limitations of individual lessees. We believe that the 
reliance upon the statement given by each offeror or assignee should be adequate 
unless and until acceptable evidence of violation of the acreage limitation is 
presented to the land office against a specific individual. Where we have used 
the word “individual,” we include association, partnership, and corporation. 

We have no reason to believe that any lessee in New Mexico holds more 
acreage in his name than the statutory maximum. We do not know if lessees, 
through the medium of “strawmen,” may actually control more acres than the 
present acreage limit permits. 

E. R. Smitn, State Supervisor. 
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RICHFIELD Orr Corp., 
Los Angeles, Calif., October 31, 1956. 
Hon. CLINTON P. ANDERSON, 
Chairman, Senate Interior Special Subcommittee 
Senate Office Building, Washington, D. C. 


DEAR SENATOR ANDERSON: In response to statement of Senator Clinton P 
Anderson at the conclusion of acreage limitation hearings at Albuquerque on 
October 1, 1956, Richfield Oil Corp., hereinafter referred to as “Richfield,” 
hereby files with the Senate Interior special subcommittee its views on some 
f the points mentioned in said statement. 

Richfield Oil Corp. holds United States oil and gas leases, and options thereon, 
, the States of California, Nevada, Utah, Oregon, Washington, Wyoming, and 
Montana, and is conducting exploratory operations thereon. 

In reference to item 2 in said statement, Richfield is firmly convinced that 

t operation of oilfields is the only way in which to obtain the economic maxi- 

recovery of oil and gas. When unitization is not attempted until after 
ction is obtained, then it is usually impossible to unitize until the field is 
de veloped because after you have obtained produc Hon, no one will agree 
articipation until they know the amount of oil and gas they have under 
anata rty. This is the most difficult kind of unitization. Our experience 
been that it is almost impossible to unitize oilfields after production is 
ined unless there is some law by which recalcitrant minority interests can be 
elled to join the unit. 
ompared to the difficulties mentioned above, wildeat unitization under the 
Mineral Leasing Act is comparatively easy to accomplish. No one 
s where the oil is and therefore all interests are willing to go along with 
ipation based upon surface acres. The elimination of unitized leases from 
limitations is a powerful incentive to unitization and since unitization 
lcat acreage is relatively simple and easy to accomplish, the present pro 
s of the Mineral Leasing Act practically insure the United States that 
uitized field will, when production is obtained, obtain the economic 
num recovery of oil, 
present law should not be changed in this respect 
reference to item 3 in said statement, we are of the opinion that prior to 
assignment of lease acreage held under an option the chargeable acreage 
ild be that of the record lessee. Otherwise, the operating companies securing 
tions on leases cannot put together blocks of wildcat acreage of sufficient size 
sufficient number to warrant the tremendous expenditures necessary for 
at exploration upon the public domain. 

In reference to item 4 in said statement, we are of the opinion that the present 
provisions of the leasing act with reference to the taking or renewing of options 
hould not be changed. In our opinion when an option has terminated, if a new 
ition is then negotiated with the record lessee, dealing at arm’s length, where 
the record lessee has the opportunity to deal with other interested persons, if 
the same optionee is able to negotiate a new option, under these competitive 
onditions, then the new option should not be considered as a renewal of the 
id option. 

In reference to item 5, we do not believe that competitive bidding should be 
sed to any greater extent in the leasing of Federal lands. Competitive bidding 

uld only tend to concentrate leasing of the Federal lands in a few persons 
or companies able to pay the highest price under such competitive bidding. This 
would tend to slow down exploration and to concentrate it in a few companies. 

In reference to item 6 in said statement, as now construed and applied, acreage 
limitations serve a very useful purpose. They permit the blocking up of areas 
of sufficient size to warrant wildcat exploration and the blocking up of more than 

or 2 blocks in each particular State. Thus, each exploring company can 
have an opportunity to conduct explorations in more than one area at a time 
in each State. 

We appreciate this opportunity to express our views on the matters men- 
tioned above. 

Very truly yours, 
F. E. McPHI.ures, 
Manager, Land and Lease Department. 
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Where the members of an association enter into an arrangement whereby ¢), 
association is to secure individuals to file, through the association, applications 
for noncompetitive oil and gas leases on lands selected by the association, ay; 
where, under powers of attorney given by the nominal applicants to the associs. 
tion, the latter is to exercise practically complete control over the leases to hy, 
obtained under the applications and is to receive the major benefits to be derived 
from the leases, the members of the association, rather than the applicants, 
the real parties in interest with respect to such applications and leases. 
The concealment from the Department of the fact that the members of 4) 
association are the real parties in interest respecting applications for no, 
competitive oil and gas leases filed under a plan whereby the association is ; 
obtain, and does obtain, effective control over leased land greatly in excess of the 
maximum acreage permitted an association by law warrants the cancellation » 
leases obtained pursuant to the plan. 


are 


UNITED STATES DEPARTMENT OF THE INTERIOR 





OFFICE OF THE SECRETARY 
Washington 25, D. C., July 11, 1952 
A-26434—Salt Lake City 01975, ete? 


Antonio DiRocco et al. 





Oil and gas leases canceled ; applications for leases rejected. 
Appeal dismissed in part; decision affirmed. 


APPEAL FROM THE BUREAU OF LAND MANAGEMENT 


Antonio DiRocco and 12 other persons’ appealed to the head of the Depa: 
ment from a decision dated January 5, 1952, by the Assistant Director of 
sureau of Land Management, which was approved on January 18, 1952, 
former Assistant Secretary Doty, canceling 15 noncompetitive oil and gas leases 
previously issued to some of the appellants individually, and rejecting eight 
applications filed by Henry R. Yamamoto, one of the appellants, for noncompet 
tive oil and gas leases. The leases were issued and the applications were file 
under section 17 of the Mineral Leasing Act, as amended (30 U. S. C., 1946 ed 

sec. 226). 

Subsequent to the filing of the appeals, three of the appellants, Mr. Yamamoi 
Mr. Sakaguchi, and Mrs. Fujimura, sent to the Department a telegram dated 
July 8, 1952, withdrawing the appeal in so far as they were concerned and re 
questing the return of the moneys deposited by them in connection with thei 
respective applications. The appeal is accordingly dismissed with respect | 
these three appellants. They will be notified at a later date respecting the actio 
taken on their request for the return of the moneys paid by them. 

The facts of the case appear to be as follows: 

George W. LaPeire and Glen M, Ruby, both geologists, and Frank A. Mattroce 
entered into an arrangement whereby Mr. Ruby, who lived in Salt Lake Cit) 
Utah, was to select public lands in Utah that appeared to be suitable for oi 
and gas leasing; Mr. Mattrocce, who lived in Los Angeles, was to find persons 
to file applications for oil and gas leases on the selected lands; and Mr. LaPeire, 
who also lived in Los Angeles, was to secure powers of attorney from the appli- 
eants for the handling of the applications and the leases when issued. 

Pursuant to this arrangement, Mr. Mattrocce secured 11 of the appellants 
to apply individually for a total of 23 oil and gas leases. These persons signed 
their own application forms, but left blank the spaces for the descriptions of the 
lands to be covered by the respective applications. The applicants also gave 
Mr. LaPeire irrevocable powers of attorney authorizing him to handle the 
applications and the leases when issued. 


1Salt Lake City 01976-01980, incl., 01982, 02002, 02284-02286, incl., 02346, 02369 
02370-02372, incl., 02607, 02653, 02655, 02674, 02683, 02781, 02859. 

2Henry R. Yamamoto, Clarence H. Evans, Caroline E. Evans, Rose Caso, Mabell: 
Van Deusen, Virginia M. Burks, Vincenzo Petta, Ruth E. Parker, Marie Clark, Bo T. 
Sakaguchi, Carmel Hall, and Takako Fumimura. The appeal was taken on behalf of al! 
these persons by Emmett E. Doherty, their attorney, but the appeal was actually signed by 
only 10 of the 13 appellants. Clarence H. Evans, Caroline BE. Evans, and Vincen 
Petta did not sign the appeal, ey because they had assigned to some of the other 
appellants the oil and gas leases which had been issued to them and which are involved 
in this proceeding. 
8 The other two appellants are proposed assignees of leases. 
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The powers of attorney took two forms. Under one form, the applicant author- 
ized Mr. LaPeire “to file in my name, application for oil and gas lease * * a 
to cover in my name and as elected by said attorney-in-fact, all or any part of the 
jands involved, by option agreement prior to issuance of said lease and there- 
after, by such instrument or instruments of contract, assignment, operating 
agreement or otherwise as elected by said attorney-in-fact, the purpose of which 
may be incident to negotiation for or conclusion of prospecting said lands for 
their potential mineral content and following commercial discovery therein, the 
development of said lands and the marketing therefrom of said mineral content, 
upon such terms or conditions and with such reservations of related, participat- 
ing values as elected by said attorney-in-fact, this power being coupled with 
the personal and continuingly vested interest of said attorney-in-fact in and 
his supervisory control over, all rights and values to accrue under his action 
hereby authorized and being resultantly irrevocable, except with his consent, 
giving and granting into my said attorney, full power and authority * * * to 
do and perform all and every act and thing whatsoever, requisite and necessary 
to be done in and about the premises as fully to all intents and purposes, as I 
might or could do if personally present with full power of substitution and 
revocation, hereby ratifying and confirming all that my said attorney or his 
substitute shall lawfully do or cause to be done by virtue hereof.” 

The second form of power of attorney contained substantially the same 
provisions as those quoted above, and, in addition, provisions stating that Mr. 
aPeire had no authority over money paid by the applicant to the United States, 

t any refund of such money should be made directly to the applicant, that 

ywer of attorney would terminate upon the relinquishment of any lease 

might be issued or upon the inclusion of the leased land in an operating 
agreement, and that, upon 30 days’ notice to Mr. LaPeire, the applicant could 
quest him to withdraw the application or, at Mr. LaPeire’s election, reimburse 
he applicant for money paid in connection with the application, in which event 
ipplicant agreed to assign to Mr. LaPeire the lease issued pursuant to the 
ation. 

the exercise of his broad authority under the powers of attorney, Mr. 
LaPeire entered into an agreement with Mr. Ruby regarding each of the appli- 
cations. The several agreements provided in substantially identical language 

llows: 

consideration of your supplying the information for said application and 

ng same with the Bureau of Land Management as aforesaid I hereby agree 

o the following: 

That if and when I in my capacity as attorney-in-fact, enter into an 
operating, drilling, or other arrangement pertaining to said lands or any part 
thereof with a third party or parties I will assign to you 80% of the balance of 
bonus reserved in me after first deducting the filing fee and advance rentals, 
and all of the overriding royalty interest in excess of 1% therein, the 1% herein 
mentioned shall be divided equally between the applicant and myself. 

2. That before I enter into any agreement with any party or parties pertain- 
ing to the lands described above I shall obtain written consent thereto from you. 

“3. That I shall enter into an agreement pertaining to said lands with any 
party or parties you provide and according to the terms which you recommend, 
it being understood that while all of us may search for acceptable parties with 
whom I may deal in the exercise of my Power of Attorney, you are better quali- 
fied therein because of your exceptional experience in, and knowledge of, the 
oil and gas business, and you are hereby authorized and requested to help find 
such third parties, and to help and advise me in all my negotiations and dealings 
herein.” 

The applications and powers of attorney were mailed by Mr. LaPeire to Mr. 
Ruby, whose associate, Richard P. Smoot, filled in the land descriptions and 
filed the applications in the Salt Lake City Land and Survey Office at various 
times during the period commencing on July 12, 1950, and ending on December 
22, 1950. The money for the filing fees and advance rental payments was fur- 
nished by the several applicants. 

Subsequently, during late May and early June 1951, the applicants filed revo- 
cations of the powers of attorney previously given by them to Mr. LaPeire. Be- 
cause the powers of attorney were irrevocable without Mr. Lal’eire’s consent, 
the revocations were not accepted until June 20, 1951, after Mr. LaPeire had 
filed his consent to the revocations. 

It appears that six leases, each having an effective date of July 1, 1951, were 
issued by the manager on June 25, 1951; that during July 1951, eight additional 
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leases were issued, each bearing an effective date of August 1, 1951: ang thar 
during September 1951, another lease was issued effective as of October 1, 195) 

On August 1, 1951, which was subsequent to the issuance of 14 of the Jeay. 
involved in this proceeding, Messrs. Ruby and Smoot filed in connection wit} 
each application a letter from themselves to the manager of the land Office 
stating that they had an interest in all the filings, and a copy of a letter Aaddresse; 
to them by Mr. LaPeire, transmitting the application and setting forth the agro 
ment previously made between Mr. LaPeire and Mr. Ruby regarding the par 
ticular application. This was the first information received by the Departmen: 
regarding the LaPeire-Ruby plan and agreement. The letters from Mr. Lap Cire 
concerning the several applications were practically identical. Each letter ing 
cated that Messrs. Ruby and Smoot should, “In accordance with the arrangemen 
which we have heretofore made,” fill in the land description on the particulg, 
application and file the ig ation in the land office. For some unexplaing 
reason, all but four of Mr. LaPeire’s letters were postdated ; i. e., a letter enclos 
ing a particular application would bear a date subsequent to the date on whi 
the application was actually filed. 

Following an investigation of the matter by the Department, the decision 
January 5, 1952, was rendered, canceling the 15 leases which had already bee 
issued and rejecting the eight applications which were still pending. 

This detailed recital of the facts clearly discloses that the nominal applicants 
were merely used as “fronts” for the purpose of effectuating the arrangemep; 
that had been worked out in advance by the real parties in interest. The 
effect of the powers of attorney given by the applicants to Mr. LaPeire, ay 
of the latter’s agreement with Mr. Ruby, was that the applicants gave up pract 
cally all control over their applications for leases and over any leases that migh 
be obtained pursuant to the applications; that the “managers” were to have 
control over the leases with respect to entering into drilling or operating agre 
ments or other arrangements for the prospecting, development, and producti 
of the leased lands, including the right to name the person with whom sv 
agreements would be made and the right to specify the terms and conditions of 
such agreements; and that the “managers” were to divide the lion’s share of 
any proceeds that might be received under the leases. The applicants, in effect 
had only the right to receive back the money advanced by them for filing fees 
and rental payments, and (presumably for the use of their names and the us 
the money advanced by them) the right to one-half of one percent of any ov 
riding royalties that might be obtained with respect to leases secured pursuant 
to the applications. 

The situation described here is quite unlike that where a bona fide applical 
enlists the aid of another person to help him in connection with the filing of a 
application for an oil and gas lease. It is recognized that an applicant 
need the assistance of a geologist in determining what land to apply for, or be 
may desire other help in preparing or in prosecuting his application. Suc 
assistance can be obtained and the applicant nevertheless remain the real party 
in interest. In this case, however, it seems to be clear that the filing of th: 
applications was first planned by Messrs. Ruby, LaPeire, and Mattrocce, an 
that the applicants were only later obtained for the purpose of using their names 
and money to effectuate the scheme. These nominal applicants plainly were no 
the real parties in interest with respect to the filing of the applications. 

It is true that under the powers of attorney and the agreement between M: 
LaPeire and Mr. Ruby, the “managers” were not given all the powers of a lessee 
For example, they apparently were not authorized to undertake the drilling of 
wells themselves on lands that might be leased pursuant to the applications. !! 
that connection, however, it apparently was never contemplated either by the 
nominal lessees or by the “managers” that any of them would actually drill on 
the leased lands. It was obviously intended from the beginning that their 
sole endeavor would be to turn over the leased lands to some operator for devel- 
opment. The “managers,” therefore, could exercise all the authority of the 
lessees that was necessary to accomplish this objective, and they were, for 4 
practical purposes, to be the lessees in this respect; and, as previously stated, 
they were to receive the lion’s share of any proceeds under the leases. 

It is also true that, prior to the actual receipt of any leases under the plat, 
the powers of attorney that had been given to Mr. LaPeire were revoked. This 
was apparently the result of dissension among the “managers,” and it has been 
alleged that the purpose of the revocations was to rescind indirectly the agree 
ment between Mr. LaPeire and Mr. Ruby, and thus afford an opportunity fo 
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4 \ir. LaPeire (in association with Mr. Mattrocce ) to take over the entire deal 

In this connection, the following excerpts from a letter dated January 15, 1952, 
¢rom Mr. Ruby to Fred W. Johnson, former Director of the Bureau of Land 
\anagement, are pertinent : 

“eSaveral months ago, at the request of Mr. George LaPeire and Frank Mat- 
rroece. of Los Angeles, I agreed to select certain lands for Federal Oil and Gas 
easing Pee, 

“LaPeire and Mattrocce were quite agreeable to getting certain qualified 
ersons to make these filings for which I agreed to carry them for a total 
of 20% interest in any bonus money and one-half of 1% royalty. 
= e applicant was to receive a total of one-half of 1% royalty and his money 
ack, and I was to have the balance in return for handling the filings, furnish- 
ng the scientific information and making drilling arrangements. * * * 

“While we were in the process of deciding what interest the applicant should 
eceive if he decided to withdraw, and how much more interest he should 
eceive if he put up permanent money, LaPeire and Mattrocce suddenly decided 

connive With the applicant by withdrawing LaPeire’s power of attorney, 
hich they thought would automatically void my agreement with LaPeire and 

e them the whole deal, thus eliminating me from the picture.” 

Hence, : does not follow from the fact of the revocation of the powers of 
ittorney to Mr. LaPeire that the nominal principals had ceased to be mere 


The precise position of Mr. Smoot in the arrangement described above is not 

ar from the record. It appears that the arrangement was originally entered 

o by Mr. Ruby with Messrs. LaPeire and Mattrocce. There is some indication 
n the record that Mr. Smoot acted simply as Mr. Ruby’s representative or 
y carrying out Mr. Ruby’s part in the arrangement. On the other hand, 

LaPeire’s letters transmitting the applications for completion and filing 
» addressed to Messrs. Ruby and Smoot, jointly. These letters seemed to 
ply that Mr. Smoot was participating in the plan as an interested party. 

\s for Mr. Mattrocce, he apparently participated in the plan solely on an 

mal understanding that he would share in the monetary benefits which, it 

as expected, would be derived by Mr. LaPeire. The record indicates that Mr. 

Mattrocce was not to hold any interest in the leases which were to be obtained 
er the plan. 

us, it appears that, in connection with the submission of the 23 applications 

nder consideration here, the real parties in interest were Messrs. LaPeire and 

Ruby, and perhaps Mr. Smoot, and that these parties comprised an association 

r the purpose of carrying out and operating under the plan. 

Section 27 of the Mineral Leasing Act, as amended (30 U. S. C., 1946 ed., 
Supp. IV, see. 184), provides in pertinent part that: 

' No person, association, or corporation * * * shall take or hold at 

one time oil and gas leases exceeding in the aggregate fifteen thousand three 

undred and sixty acres * * * in any one State * 

This statutory provision is implemented by a departme ntal regulation (43 C FR 
192.3), which was issued under the authority conferred - the Secretary of the 
Interior by section 32 of the Mineral Leasing Act (30 U. 8S. C., 1946 ed., sec. 189) 
nd which provides in part that: 

“No person, association, or corporation * * * may hold more than 15,360 acres 
nany one State * * * through the ownership of * * * interest in leases * * *.” 
The 23 applications involved in this proceeding embraced lands containing 
total of 37,286.37 acres.‘ Under the arrangement described above, effective 

direct control over the 37,286.37 acres covered by the 23 applications was to 
be secured and exercised by the association consisting of Mr. LaPeire and Mr. 
Ruby, and perhaps Mr. Smoot, and the association was to be the entity chiefly 
interested in the leases. Hence, the plan provided for the securing of control 
over and the acquisition of the major interest in leased acreage greatly in 
excess of the limitation prescribed by law. The acreage covered by the leases 
actually obtained under the plan, before the departmental investigation brought 
it fully to light, exceeded by more than 8,000 acres the maximum acreage of 
15,360 permitted an association in a single State. 

In the light of these facts, the principles laid down in a series of cases dealing 

with the coal-land statute (Rev. Stats. 2347-2350; 30 U. S. C., 1946 ed., sees. 


‘The 15 leases that were issued cover 23,833.39 acres. The eight remaining applications 
‘over 12,699.08 acres. There is a discrepancy of a few hundred acres between the total 
acreage applied for and the total acreage that was subject to leasing. 
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71-74) appear to be applicable. That statute authorizes any person or ASSOCig. 
tion to enter a maximum of 160 or 320 acres, respectively, of coal lands upon the 
payment of a certain price, and it provides that only one entry may be made by 
the same person or association. 

In United States v. Trinidad Coal & Coking Co., (137 U. 8. 160 (1890)), the 
United States sued to cancel, on the ground of fraud, several patents for coq 
lands which had been entered by officers and employees of the defendant 9p. 
poration, ostensibly on their own behalf but in reality on behalf of the corpors. 
tion, which had exhausted its right of entry. The entries in question were made 
pursuant to a scheme whereby the purchase money for the tracts was furnished 
by the corporation and the land was conveyed to the corporation after the 
patents were issued. The Court held that the scheme was in violation of the 
coal statute, and that the patented land had been fraudulently obtained from the 
United States, because, if all the facts had been disclosed at the time when the 
entries had been made, the patents could not have been issued without Violating 
the statute. 

The same question was independently considered and the interpretation of the 
statute made in the Trinidad case was reaffirmed in the later case of United 
States v. Keitel, 211 U. S. 370 (1908). The Keitel case involved an indictment 
of the defendants for conspiracy to violate the coal statute by procuring other 
individuals to enter coal lands in their own names and ostensibly on their own 
behalf, but actually on behalf of the defendants, who had exhausted their rights 
of entry. Conceding that the persons making the entries would have been quaili- 
fied to make the entries if they had acted on their own behalf, and that the 
statute imposed no limitation on the right of a purchaser of coal land to sell the 
land after acquiring title to it, the Court held that the nominal entrymen could 
not make the entries on behalf of the defendants and as their agents. 

The Trinidad and Keitel decisions have been followed in several subsequent 
cases.” In all these cases, the decision as to whether the statute had been yio- 
lated turned on the question whether the entries in question had been made 
pursuant to a scheme whereby the land would be conveyed to persons who had 
exhausted their right to make an entry. It is important to note that, in the 
various cases, the persons actually making the entries were qualified to enter 
coal lands on their own behalf, and that the coal statute did not specifically 
prohibit a person from making an entry and then conveying the land, when 
patented, to auvther person. 

The principles of the coal cases appear to be applicable to the immediate pro- 
ceeding. Here, the filing of the applications was procured pursuant to a previous 
arrangement whereby Mr. LaPeire and Mr. Ruby, and perhaps Mr. Smoot, were 
to share principally in the benefits to be received under the leases secured pur- 
suant to the applications. The association was to be enabled by this plan to 
exercise effective control over and to hold the major interest in approximately 
37,000 acres of leased land, substantially more than twice the acreage (15,360) 
in a State that is permitted to be held by an association through the ownership 
of interests in oil and gas leases; and leases covering more than 23,800 acres 
were actually obtained as a result of the partial consummation of the plan. 

The Department is under a statutory duty to see to it that the acreage limita- 
tion prescribed by law is enforced, and that other requirements of law are met 
by persons seeking or holding oil and gas leases. This statutory duty cannot be 
discharged unless the Department knows, in connection with each application 
or lease, the real party or parties in interest with whom it is dealing. Such 
a plan or scheme as that involved in this proceeding is incompatible with the 
proper administration of the law, because it conceals from the Department the 
identity or identities of the real party or parties in interest. 

It is immaterial that the nominal applicants may have been qualified in their 
own right to file applications. It is also immaterial that some or all of them 
may have been completely uninformed regarding the LaPeire-Ruby plan and its 
inconsistency with the acreage limitation prescribed by law. The fact is that 
they gave Mr. LaPeire full authority to enter into the sort of arrangement that 
he did enter into, and they cannot disavow the consequences of his acts. Alaska 
8. S. Co. v. International Long-Shoremen’s Association, 236 Fed. 964 (D. Wash., 
1916). 


5 United States v. Forrester, 211 U. 8. 399 (1908) ; United States v. Munday, 222 U. S. 175 
(1911) ; United States v. Kirk, 248 Fed. 30 (8th Cir. 1917); Union Coal & Coke Co. v. 
United States, 247 Fed. 106 (Sth Cir. 1917) ; Northern Colorado Coal Co. vy. United States, 
234 Fed. 34 (Sth Cir. 1916); United States v. Wells, 192 Fed. 870 (2d Cir. 1912), cert. 
denied, 225 U. S. 714; Wilson Coal Co. v. United States, 188 Fed. 545 (9th Cir. 1911); 
appeals dismissed 229 U. 8. 632. 
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‘rhe dissolution of the original association of “managers” was apparently suc- 
oeded by a new arrangement under which Mr. LaPeire, or Messrs. LaPeire and 
\attrocce in association, would take over the control and management of the 
enterprise, including any leases obtained under the plan. This change could not 

ire the basic illegality of the original plan or scheme with which we are 
oncerned. 

If all the facts previously set forth had been disclosed to the Department prior 
+o the issuance of the leases, the leases would not have been issued.° Because 
the disclosure was not made, it may be deemed that the leases were fraudulently 
tained, within the concept of fraud as applied in the Trinidad case,’ and are 
subject to cancellation, 

It perhaps should be stated that, at the time when the applications under con- 
sideration here were filed, there was no express requirement in the Department’s 
i) and gas regulations (43 CFR, Part 192) that an agreement such as the 
LaPeire-Ruby agreement must be disclosed with the filing of an application. 
However, in the Department’s regulations (1 L. D. 687) under the coal statute 
‘nvolved in the Trinidad case, there likewise was no express requirement for a 
jisclosure of interests in connection with a coal entry. 

It is my conclusion that, for the reasons discussed above, the oil and gas leasse 
involved in this proceeding were properly canceled. Accordingly, it is unneces- 
sary to consider any additional or alternative grounds for cancellation. 

Therefore, pursuant to the authority delegated to the Solicitor by the Secre- 
tary of the Interior (sec. 23, Order No. 2509; 14 F. R. 307), the appeal is dis- 
missed with respect to Mr. Yamamoto, Mr. Sakaguchi, and Mrs. Fujimura, and 
the decision of the Assistant Director of the Bureau of Land Management is 
firmed. 

Mastin G. Wuiter, Solicitor. 

One of the 15 leases was issued after the filing of the copies of the LaPeire-Ruby 

ement. However, as it was obtained pursuant to the same scheme as the other leases, 
nd prior to the investigation of the matter by the Department, it is not to be considered 

rt from the other leases. See United States vy. Kirk, supra, fn. 5. 

See also Hedderly vy. United States, 193 Fed. 561, 568 (9th Cir. 1912). 
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